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To: Senate and House Committees on Medicaid Reform

[ am Jim Rice, the Chief Executive Officer and Chief Financial Officer of Taylor
Residences in Jacksonville. Taylor Residences consists of four 501(c)-3 facilities
providing housing and service to approximately 700 elderly of our community. Included
in these four operations are 144 nursing home beds (NH) and 185 rooms for assisted
living (ALF). The NH beds maintain a Medicaid beneficiary rate close to 70%. 80 of the
ALF rooms are within a HUD 236 facility and at the present time 30 of the ALF residents
in these rooms are participating in the Medicaid Waiver or Medicaid Diversion programs.
A total of 262 of our 344 apartments are HUD financed. What happens to Medicaid is
of vital interest to a majority of the people we serve.

Our concern is HERE AND NOW. Our RESIDENTS, particularly IN THE NH
BEDS, are HERE NOW and MUST BE TAKEN CARE OF NOW. THEY WILL
BE GONE BEFORE THE STATISTICS BEING PROVIDED FOR FUTURE
COSTS TURN OUT TO BE RIGHT OR MORE LIKELY WRONG.

Why are we concerned about the outcome of Medicaid Reform? There are a variety of
reasons, including current experience with Medicaid reimbursement. When we reach the
point where the State is cutting dietary budgets for NH residents, ($34,000 at Taylor Care
Center based on the January 1, 2005 Medicaid Reimbursement rate) no one knows what
to expect, but the signs are not good. Now another major and deeply troubling issue is
being floated entitled, “conflict of interest.” This develops from the concept of a for-
profit “managed care organization” being given the authority to negotiate the amount of
money to be paid to providers for services.

If my understanding is correct, the MX3O will receive a rate per person managed and then
will make the decisions relative to the services received by that individual. Since making
a profit is essential to such #¥4O’s, it does not take a brain surgeon to figure out where
ultimately the services will be provided-- at the lowest cost level. There goes quality of
care and dignity for the elderly. In fact the Agency for Health Care Administration will
be able to be renamed the Agency for Health Care Contracts, dispose of its oversight
group, the surveyors, and add to the curtailment of future costs of Medicaid.

Beginning in 2000, [ have appeared before the Duval Delegation annually to discuss the
gravity of the Medicaid reimbursement situation, in particular as it relates to the liability
insurance situation and to the State’s failure to cover the costs of mandated services that
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we must provide in our nursing facilities. In addition, I have met with a number of the
members of this panel and made appearances at several Legislative hearings. Always

included in my comments have been suggestions to help reign in costs. Unfortunately
none of these suggestions have yet to be implemented.

Our nursing facilities continue to suffer from the failure of the Legislature to rebase the
general and operating component of the Medicaid reimbursement rate. Talk is made
about future costs, yet current costs are not being appropriately handled. There still
remains no relief from the upward spiral of liability insurance premiums that occurred
between 2000 and 2002. In other words, tort reform of 2001 has failed! The shortage in
the labor market for nurses and certified nursing assistants is still a problem. Yet it is
also noted that several new nursing facilities have been allowed to open in
Jacksonville, despite the moratorium on new beds. The rate of one of the new
nursing homes had a July 1, 2004 Medicaid reimbursement rate that was 7.6%

higher than the Care Center’s rate.

The Legislature needs to correct the Medicaid reimbursement problem in a manner that
does not harm residents. Fortunately, the State has recognized it cannot afford to pay
for further staff increases, and has been deferring any increases for certified
nursing assistants above the 2.6 ratio. This is appropriate.

Other ways to address the economic issues associated with Medicaid are denoted below:

1. Maintain and extend the moratorium on any new nursing home beds. Since 2001
there has been a numerical decrease in available beds and this, coupled with the
population increase, has produced an even larger percentage decrease.

2. Change the rule for disposing of personal assets to qualify for Medicaid from
three years to five years or longer.

3. Place more emphasis on the State withdrawing licensure from mediocre facilities
that provide lousy service. This would accelerate the reduction in available beds and
assist in reducing the risk exposure for insurance companies.

4. Because the Feds require Florida not to impose any residency requirement for
Medicaid eligibility, Congress should be urged to change the existing formula for
distribution of Medicaid funds. Perhaps eligibility time restrictions on moving across
state lines should be imposed just as time restrictions for disposing of assets exist.

5. Consider what can be done by government to encourage the expansion of long-term
care insurance that was never available to most whom currently reside in nursing homes.

6. Support and expand the ALF Medicaid Waiver program (not to be confused with
the Medicaid Nursing Home Diversion program that I believe should be eliminated).
The Waiver program has worked well, saved the State money, and is not difficult to
administer. Improvements can be made in the program that would further reduce



administrative costs. Specifically, the Waiver program should be a subset of the
regular Medicaid process and not completely independent.

7. As noted above, eliminate the NH “diversion” efforts that now account for a
significant part of the budget. In my opinion, the “diversion” program is ill advised and
based upon faulty premises. At worse, it is premature, and at best, it inflicts considerable
harm on current residents in nursing homes. Its need is highly questionable in view of
the current moratorium on new nursing home beds and the ALF Medicaid Waiver
program that has proved to be quite effective. The “diversion” program has
interjected another level (or levels) of administrative costs into the system that must be
absorbed from funds otherwise used for beneficiaries. It has also created a monstrous
conflict of interest for those under contract to run the program.

8. Require ALL governmental (federal or state) mandates to be subjected to cost-
benefit analysis. HIPAA should have been subjected to this test. Had it been, or should
it be, it would not be allowed to continue.

Please call upon me to expand upon any of these points. Also, take the opportunity to
visit us at Taylor where you can see what we do and meet those we serve.

Sincerely,

James T. Rice



Assocaﬁon of Florida Children’s Hospitals, Inc.

A Council of the Florida Hospital Association

MEMO
To: Florida Senate and House Select Committee on Medicaid Reform
From: Albert H. Wilkinson, Jr., M.D.

Immediate Past President, Association of Florida Children’s Hospitals
Date: March 14, 2005
Subject: Medicaid Reform

Thank you for this meeting and the opportunity to make this presentation.

1. The Association of Florida Children’s Hospital’s recognizes the need to
accomplish efficiencies in the Medicaid program to reduce cost while
maintaining quality.

2. Children’s hospitals provide essential in-hospital care for 55% of children
who require hospitalization, and these are the most seriously ill of all.

3. Children’s hospitals provide essential training for current and future
pediatricians.

4. Current Medicaid reimbursements are less than hospital costs of care.

5. Early and adequate hospital care for children with major medical
problems will reduce later costs.

6. No child is refused care because of inability of the parent or guardian to
pay, but none of the Florida children’s hospitals are significantly endowed
to offset such costs altogether.

7. In reforming Medicaid, it must be considered that these twelve children’s
hospitals in Florida are the essential safety nets in children’s healthcare.

Thank you for again for the opportunity to be heard. Please refer to the
accompanying attachments.

All Children’s Hospital, St. Petersburg * Arnold Palmer Hospital for Children and Women, Orlando * Baptist Children’s Hospital, Miami
* Children’s Hospital at Sacred Heart, Pensacola * The Children’s Hospital of Southwest Florida, Ft. Myers * Chris Evert Children’s Hospital at
Broward General Medical Center, Ft. Lauderdale * Holtz Children’s Hospital at University of Miami/Jackson Memorial Medical Center, Miami
* Joe Di Maggio Children’s Hospital, Hollywood * Miami Children’s Hospital, Miami
* Shands Children’s Hospital at the University of Florida, Gainesville * St. Joseph’s Children’s Hospital of Tampa, Tampa
* Wolfson Children’s Hospital, Jacksonville
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soéﬁon of Florida Children’s Hospitals, Inc.

A Council of the Florida Hospital Association

Member Hospitals provide the care for
over 55% of all pediatric Medicaid patient
days and over 53% of pediatric patient
days in Florida. The vast majority of
chronically ill children in the state of
Florida are cared for by these children's
hospitals.

e  All Children’s Hospital, St. Petersburg

e Arnold Palmer Hospital for Children and
Women, Orlando

e Baptist Children's Hospital, Miami
e  Children’s Hospital at Sacred Heart, Pensacola

e  The Children’s Hospital of Southwest Florida,
Ft. Myers

e  Chris Evert Children’s Hospital at Broward
General Medical Center, Ft. Lauderdale

e Holtz Children’s Hospital at UM/Jackson
Memorial Medical Center, Miami

e Joe Di Maggio Children’s Hospital, Hollywood
e  Miami Children’s Hospital, Miami

e Shands Children’s Hospital at the University of
Florida, Gainesville

e  St. Joseph’s Children’s Hospital of Tampa,
Tampa

e  Wolfson Children’s Hospital, Jacksonville

In 1999, the Association of Florida Children’s
Hospitals was organized to enhance and
improve children’s healthcare in Florida. This
collaborative effort of children’s hospitals
seeks to accomplish this mission by focusing
on the following areas:

e Patient Care — by sharing knowledge of
efficiencies, methods, new technologies and
legislative needs

e Education — by promotion of educational
efforts for physicians, allied healthcare
professionals, families and patients

e Research —by promoting and sharing
efforts in state, national, and international
participation in clinical and basic programs

e Child Advocacy — by providing a voice for
our young citizens to ensure their health
and well being throughout the state of
Florida

Through the sharing and dissemination of knowledge,
information, experiences, and research, the AFCH encourages the
development of the most effective means of delivering comprehensive
healthcare to the children of Florida.
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Association of Florida Children’ Hospitals, Inc.
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Efforts to re-structure the Florida Medicaid program must consider that Medicaid dollars
play a critical role in stimulating business activity in the state of Florida.

Consider the following facts:

» Medicaid is a state federal partnership. Every $1 the state spends on the Medicaid program
generates an additional $1.43 in federal money - new dollars that would not otherwise flow

into this state.

e Cuts in Medicaid benefits and eligibility do not reduce health care costs. For every $1
we cut in Medicaid costs, we lose 60 cents in federal funding. Since the need for care
remains, the full cost is now shifted to local taxpayers, employers, hospitals and the
privately insured.

The Multiplier Effect on Florida’s Economy:

 Medicaid dollars flowing into Florida’s economy have a “multiplier effect.” Thus the
aggregate impact of Medicaid spending on the state’s economy is greater than the value
of the services purchased directly by the Medicaid program. New economic activity
generated by Medicaid spending includes new business activity (increased output of
goods and services), new jobs and associated wages.

* In fiscal year 2005, Florida will spend approximately 5.5 billion in state funding for its
Medicaid program. This investment in Medicaid will generate more than a three fold return
in state economic benefit.

*In fiscal year 2005 state Medicaid matching dollars will support 174,000 new jobs, 6.5
billion in wages and 16.8 billion in business activity. These jobs will include Medicaid
personnel, other employment in the health sector and jobs generated as the Medicaid dollars
circulate through different sectors of the economy.

Adapted from Medicaid: Good Medicine for State Economies, 2004 Update, A Report by
Families U.S.A., May 2004, available at www.familiesusa.org. and Penny Wise & Pound
Foolish, Why Cuts to Medicaid Hurt Florida’s Economy, Oct. 2003, a report by the Human
Services Coalition of Dade County and Treasure Coast CHAIN available at
http://www.floridachain.org/pubs/MedcaidReport.pdf
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Association of Florida Children’s Hospitals, Inc.

A Council of the Florida Hospital Association

The Association member hospitals provide the care for over 55% of all pediatric
Medicaid patient days and over 53% of pediatric patient days in Florida. The vast
majority of chronically ill children in the state of Florida are cared for by these
children’s hospitals. Member Hospitals also provide care for the vast majority of
chronically ill children in the state of Florida. Through the sharing and dissemination
of knowledge, information, experiences, and research, the AFCH encourages the
development of the most effective means of delivering comprehensive healthcare to

the children of Florida.
AFCH Guiding Principles for Florida Medicaid Reform

Medicaid is the key health care safety net program for Florida's families, providing
vital health care services to nearly 2.2 million children, pregnant woman, seniors,
and people with severe disabilities. According to the Agency for Health Care
Administration (AHCA) Medicaid covers 27% of Florida's children who, in turn,
comprise 53.30% of all Medicaid enrollees. Conversely, only 17.65% of Medicaid

expenditures are attributed to these children.

In addition to meeting the health care needs of our state’s most vulnerable
residents, Florida’s Medicaid program helps to strengthen our state's economy,
Specifically, state Medicaid matching dollars have directly supported 174,000 jobs,
$6.5 billion in wages and $16.8 billion in business activity for FY 2005.! As the
Governor, state legislature and federal officials evaluate proposals for restructuring
the Florida Medicaid program, it is important to protect the core elements of this

safety net program.

Over the past five years, Florida has historically been a leader and has made
significant inroads into reducing the number of uninsured children through
expansions of Medicaid and KidCare to children up to 200% of the federal poverty
level. But recent program changes that prevent eligible, uninsured children from
receiving KidCare are reversing our progress. Medicaid reform must avoid further
reductions in eligibility, simplify enrollment and retention procedures in all of the
KidCare programs, including Medicaid and Healthy Kids, and ensure true access to

all necessary medical services.

Moreover, Medicaid reform initiatives must focus on improving the quality of health
care services provided to Medicaid consumers. This should include technology
enhancements, data compilation and publication to document improved outcomes.

AFCH strongly urges policy makers to consider the following principles in any effort
to reform the Medicaid program:

"Families U.S.A. Medicaid: Good Medicine for State Economies, 2004 Update
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HEBREW HOME/WOLFSON HEALTH & AGING CENTER

Governor's Gold Seal Award for Excellence in Long Term Care

Testimony to Joint Senate / House Committee on Medicaid Reform
Jacksonville, Florida
Monday, March 14, 2005

Martin A. Goetz

Dear Senator Carlton, Representative Negron, and members of the Joint Select Committee on

Florida Medicaid Reform:

My name is Martin Goetz and I am the Executive Director and Chief Executive Officer of the
not-for-profit River Garden Hebrew Home, a two-time recipient of the Governor’s Gold Seal
Award for Excellence in Long-Term Care. I also chair the Nursing Home Public Policy
Committee of FAHA — the not-for-profit Florida Asso'ciation of Homes for the Aging. While I
suspect that much of what I am talking about today regarding Medicaid Reform has been
discussed in one of your previous stakeholder meetings, it is important that fundamental

concerns around cost, access, and quality be addressed and reaffirmed to the Legislature.

—— Eellence i Attt Cane & orvives ——

A not-for-profit human services agency bringing good living to older people
11401 Saint Augustine Road, Jacksonville, Florida 32258 « (904)260-1818 * Fax: (904)260-9733 » www.rivergarden.org

Founded 1946 by the Ladies Hcbrew Sheltering Aid Society ® Sidney Entman 1911-1981 Founding Executive Dxreclor
A Beneficiary Agcncy of lhe]l-aéonwlle Jewish Federation



We are grateful to the Florida Legislature in insisting that the Governor’s Medicaid Reform
proposal be slowed down so that you have opportunity for significant consideration of the issues
of public well-being involved in any fundamental revamping of the current program. We are told
that what drives the Governor’s Medicaid Modernization Plan is runaway dollars in the program,
along with a fundamental desire to reduce that which Floridians are paying through tax dollars
toward programs of social well-being. Over 2.2 million Floridians depend on Medicaid for their
health care. The lions share of funding goes to the elderly and disabled, followed by children.
Medicaid reform cannot (should not) be taken lightly because of the number of people who can
be hurt. We need to be clear in understanding that any effort at systemic reform and expansion of
options under a managed care program requires an initial expansion of budget with savings to be

realized over the longer run. Yet, the announced agenda here is to cap and contract budget going

forward.

Before the Executive and Legislative branches of government make wholesale changes to the

existing Medicaid Program, reco gnize that there are forces already at work that will significantly

reduce projected costs in the Florida Medicaid Program.

1. Nursing Home Moratorium: In May 2001 the Legislature imposed a five year

moratorium on construction of new nursing home beds. This moratorium will expire in
2006 and we suggest that it be continued for another five years, ending in 2011. Doing so

will allow the continued development of outpatient community based resources for

RIVER GARDEN / WOLFSON HEALTH AND AGING CENTER )
11401 Old St. Augustine Road, Jacksonville, Florida 32258 « Phone (904)260-1818 » Fax (904) 260-9733 » www.rivergarden.org



elderly and infirm Floridians who can be cared for in less restrictive settings while at the
same time allowing for continued development of nursing home diversion programs. It is
important to note that during the last 14 years, Florida has added almost 17,000 nursing
home beds, a 26 percent increase in supply. At the present time, Florida has 668 nursing
homes representing 81,980 beds. Projections in caseload growth iﬁ the institutional
Medicaid budget do not properly recognize the continued effects of this moratorium. It is
impossible to accurately project Medicaid costs going forward without giving the state
budget a credit for growth in nursing home beds that is not going to occur.

. Nursing Home Medicaid Cuts: At the same time, it is necessary to adequately and

responsibly fund the cost of care for those elderly and infirm Floridians who are most
needful for institutionalized long-term care. Last session, the Legislature removed $67
million from Medicaid Budget. For River Garden, that reduction resulted in an additional
projected shortfall of $150,000. As a not-for-profit community agency that already
subsidizes indigent care by over $1 million annually, the Legislature left us with no
alternative but to significantly reduce our participation in the Medicaid Program. And so
there is now an average of ten less Medicaid residents receiving care at River Garden this
year than last. As painful as this was to us we simply had no alternative because we are
committed to not degrading care programs. The Governor’s next budget includes $200
million in proposed cuts to nursing home Medicaid funding. This will represent another
$300,000 on top of the already mentioned $1 million we subsidize the care of Medicaid

residents, and if approved by the Legislature will leave River Garden with no choice but

RivER GARDEN / WoLFsON HEALTH AND AGING CENTER 3
11401 Old St. Augustine Road, Jacksonville, Florida 32258 « Phone (904)260-1818 ¢ Fax (904) 260-9733 « www.rivergarden.org
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to further reduce its participation in the Medicaid Program. If this proposal passes the
Legislature nursing homes such as River Garden that are consistently referred to as
among the finest in the state will be unable to serve Florida’s Medicaid clients, and the
Legislature will have created a two tier system of services with significantly different

levels of care. Please do not allow this to occur.

. Medicaid Abuse: There are any numbers of Florida based businesses that operate with

the primary purpose of qualifying otherwise ineligible Medicaid applicants. This is
accomplished by exploiting unintended loopholes in the existing Medicaid program, such
as throﬁgh “Medicaid Annuities.” River Garden recently rejected an application for
admission to the Home from a family whose son had engaged a local elder care attorney
to create an allowable Medicaid annuity for his mother thereby making his otherwise
middle class and asset rich mother eligible for Florida Medicaid. We told the son through
his attorney that we wouldn’t admit his mother under these circumstances, that while
what they are doing may well Be legal it is certainly not in keeping with the spirit or
intent of the Medicaid Program. The son placed his mother in another facility. We urge
the Legislature to close these legislative loopholes which enable otherwise ineligible
Floridians to qualify for Florida Medicaid benefits. I’ve attached submittal literature on

one such company.

. Managed Care: There is nothing inherently wrong with managed care organizations

(MCO). But managed care done properly will initially increase, not decrease Medicaid

program costs. There can be savings realized over the longer run per one thousand of

R1vER GARDEN / WoLFsON HEALTH AND AGING CENTER 4
11401 O1d St. Augustine Road, Jacksonville, Florida 32258 « Phone (904)260-1818 » Fax (904) 260-9733 » www.rivergarden.org

13



covered frail elderly clients thanks to the positive effects of “just in time™ low cost
interventions and expansion of community based services. These can delay and in some
cases avoid the need for institutional care. At the same time, people are deflected from
nursing home care, those for whom it is the only‘ appropriate response will, on average,
require more costly care requiring commensurate increases in nursing home per diems.
However, the managed care program Being envisioned in Florida encourages the MCO to
take their piece of profit off the top, even as the developed model leaves them fully
exposed and at-risk. Managed Care for Florida’s Medicaid beneficiaries can be a good
thing, but for managed care to work there must be an upfront legislative commitment
toward fully funding programs and services. Only then will Medicaid beneficiaries
benefit by having allied health professionals from MCOs directing client care. We urge
this committee to take a hard look at the long-standing Kaiser Permanente models of

managed care. Kaiser is a stellar example of a successful MCO where quality drives the

care.

Thank you.

RiveEr GARDEN / WOLFsON HEALTH AND AGING CENTER 5
11401 OId St. Augustine Road, Jacksonville, Florida 32258 « Phone (904)260-1818 » Fax (904) 260-9733 « www.rivergarden.org
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February 2005 Newsletter |

Happy Valentine’s Day from Medicaid Information Resource!

This newsletter addresses how to properly structure and fund an
Irrevocable Income Trust for a single person (or a widow or
widower). Keep in mind that each person’s situation is different and
there is no “one correct way” to fund the Income Trust. However, if
you follow these simple guidelines, the applicant will not have a
problem passing the income test for Medicaid approval. We
encourage you to provide this helpful guide to family members of
applicants whose income exceeds the $1737 income limit (2005).

How to Properly Fund an Irrevocable Income Trust

Who Needs an Irrevocable Income Trust?
All Medicaid Institutional Care Program (ICP) applicants whose total combined monthly “Gross” income

exceeds the state allowance of $1,737.00. Even if the applicant’s “Gross” income is over the limit by one
penny, the Income Trust is required for the applicant to qualify for Medicaid ICP.

What is an Irrevocable Income Trust? (See the example on the other side of this newsletter)

It is also known by other names such as Income Trust, Qualified Income Trust, Medicaid Income Trust or
Miller Trust. Itis a checking account that is opened using a trust document that provides legal “permission” to
open a bank account in the name of the trust. The amount that is deposited to the trust checking account each
month from the applicant’s personal checking account is subtracted from the “Gross” income calculation.
Transferring income to the trust account lowers the applicant’s countable income so that it is less than the
$1,737.00 monthly limit. There are two parts to the “Income Trust”

1) A properly drafted legal document usually prepared by an attorney. Once drafted, the document needs to be

signed before a notary public. Once signed, this document is now a legal trust.
2) A new checking account is opened in the name of the Medicaid applicant titled: “John Doe Irrevocable
Income Trust Account”. This account will need to receive income deposits each month, as outlined in detail

on the back of this newsletter.

What is “Gross” Income? This is the entire amount of income the applicant receives from the pension
provider or Social Security BEFORE ANY DEDUCTIONS ARE TAKEN OUT. Also included in the gross
income calculation are dividends and interest income from investments, rental property income, long-term
health care checks, unemployment checks, disability checks, etc.)

What is Patient Responsibility? When a single person submits an application to the Florida Department of
Children & Families (DCF) for Medicaid, he/she is required to contribute their gross monthly income to the
nursing facility each month as their contribution to the cost of their care. This is referred to as “Patient
Responsibility”. The Medicaid applicant who is single is allowed two deductions: a $35 “Personal Needs
Allowance” and a deduction for monthly private health insurance premium costs. To calculate Patient
Responsibility, add up the gross income from all sources; then subtract $35; then subtract the cost of private
health insurance premiums and the remainder is the applicant’s Patient Responsibility.

Call today for a A

P . Bill Ruffing
Free Medicaid Consultation! MEDICAID L .
Toll Free: 1-866-755-0620 INFORMATION g”:j;fjgdsﬂs,g;",ng‘f;;;sggtg;‘\;

www.MedicaidResource.com RESOURCE
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March 14, 2005 The Cathedral Foundation

Good Afternoon.

I am Theresa Bertram, Chief Executive Officer of the Cathedral Foundation, located in
Jacksonville, Florida.

Thank you for the opportunity to present testimony to this panel considering one of the
most important matters facing the State of Florida. Your thoughtful leadership has been
called upon to address the dynamic tension between limited resources and the increasing

need for services.

I am here today representing the Cathedral Foundation, a nonprofit organization that
provides services, housing and nursing home care for thousands of elders each day
throughout Duval County. The Foundation has a long tradition of combining public,
private and philanthropic resources to respond to elders and their families in their time of
need. We raise hundreds of thousands of dollars each year to fund much needed services
in the community and to makeup the difference between the Medicaid reimbursements
and actual cost of care in our nursing home. These efforts have totaled millions of dollars
over the years, yet, the value of our efforts is immeasurable in many ways.

Our services are often magnified by the involvement of volunteers. Nearly one-half of
the over one thousand hot, nutritious meals delivered to people in their homes today were
delivered by volunteers. Our auxiliary volunteers have been involved in the lives our
nursing home residents since the day we opened twenty years ago. These selfless
volunteers make a tremendous difference. Next month, we will be hosting our twentieth
annual Volunteer Salute recognizing literally thousands of volunteers over the years and
thousands upon thousands of volunteer hours invested in the quality of life for elders in

our community.

Today, the State of Florida and its leadership are looking at the privatization of elder
care. The strategy is touted as providing more flexible solutions for elders while limiting
the financial exposure of the State. It is easy to understand why this strategy is appealing.
In fact, it appears to offer solutions for elders and limit Medicaid spending.

There is another point of view. Proceeding with the privatization of elder care is
equivalent to the ‘fleecing of Florida.’

e Most participating managed care organizations are corporations in business to
return a profit to its owners and shareholders. And, they are making what has
been characterized as substantial profits. In my opinion, these profits are
unacceptable. Elder care resources are precious resources that should be used for
elder care and whenever possible, expanded by other resources and the
involvement of volunteers. They should not be distributed as a return to

shareholders.
“creating opportunities ][or our elders to lead meaning][u/, purpose][u/ fives”

4250 Lakeside Drive * Jacksonville, Florida 32210 * (904) 807-1300 * Fax (904) 807-1351
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e To ease the concerns of legislators, community leaders and nonprofits themselves,
managed care organizations are entering contracts with nonprofit providers to
build the required networks as they enter a market. However, for the most part,
they are not utilizing the nonprofit networks for services. In fact, the Cathedral
Foundation’s Community Services Division, the largest elder care provider in
Duval County, has recently exited a contract with the largest managed care
provider in the State of Florida. After a year without any referrals, we sent notice
of our intent to exit the contract and in the same week, received a referral.

e Funding for elder care programs and adequate reimbursements for nursing home
care are the sources of funding for managed care. This strategy will eventually
unravel the nonprofit networks and continue placing our best nursing home

providers at risk of closure.

e Donors and volunteers are marginalized in this strategy costing untold millions of
dollars and divesting thousands upon thousands of hours spent in relationships

with elders.

In closing, this panel is charged with recommending solutions that address the tension
between the need for services and the increasing demand on limited resources. I believe
managed care is a short-term solution that may be attractive to some constituencies today.
However, over time, for-profit managed care will diminish resources available for elder
care, erode the nonprofit network, marginalize the involvement of volunteers, eliminate
the generosity of donors and ultimately, frustrate and disappoint elders, their families and

the citizenry of Florida.

Thank you for your consideration of these views.

Theresa M. Bertram

Chief Executive Officer

The Cathedral Foundation of Jacksonville, Inc.
4250 Lakeside Drive, Suite 300

Jacksonville, Florida 32210

(904) 807-1305 / (904) 807-1351 (fax)
tbertram@cathedralfoundationjax.com
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March 13, 2005

Comments — Select Committee on Medicaid Reform — Jacksonville

Workforce Issues:

In order for Medicaid to reduce the costs associated with its most expensive and
chronic enrollees, it must find new strategies aimed at improving the ability of
non licensed caregivers to deliver high quality care to Medicaid eligible
individuals in non institutional care settings like those found at home, in licensed
adult family care homes and assisted living facilities. The national crisis in the
availability of trained non licensed caregivers will undoubtedly impact on
Florida’s ability to accomplish its goals of reducing costs and providing quality
community based care in that there is a lack of an adequately trained workforce
prepared to take on more complex needs in the community and Florida has no
mechanism by which to transfer best practices into the hands of frontline
caregivers and to monitor state progress in the development of this work force.

Proposed Solution: The legislature has pending before it SB 884 and HB 161
which calls for the creation of the Florida Caregiver Institute, Inc. This public not
for profit would be housed at the University of South Florida Policy Exchange
Center on Aging and would help create a framework by which lawmakers and
others may begin the important work of transferring best practice techniques into
the hands of frontline caregivers and developing policies that would lend
assistance in the development of this component of the health care work force.

Assisted Living Facilities and Behavioral Health

Florida has 760 state licensed limited mental health assisted living facilities that
serve over 9000 adults with serious mental illnesses. Over 80% of these residents
have a diagnosis of schizophrenia. These consumers are some of the most service
intensive individuals in the state as a subgroup.

The liability insurance rates have increased 25% over the last year for these
facility with no increase in state funding since 2001. These facilities care for
some of the most complex adults in the system at a rate of $27/day.

The new minimum wage laws will place increased pressure on increasing wages
and the new Medicaid reforms that affect the availability of access to community
based behavioral health care could trigger displacement for some of the more
complex individuals that depend on these settings for housing, food, supervision

and assistance.

Last year in Northeast Florida the state Medicaid program spent $2.7 million on
individuals transitioning from state funded ALF care to nursing home care. Last
year in this area of the state the Medicaid program spent almost $1.2 million per
month on out patient behavioral health care with community mental health centers
for residents of limited mental health assisted living facilities.

19



e The emerging medical needs of adults under the age of 60 with a diagnosis of
schizophrenia is one of the fastest growing problems facing policy makers in the
months ahead. As individuals become more medically complex, unlike residents
of elder care ALFs who can age in place via the Medicaid waiver these residents
must be relocated to a skilled nursing home prematurely because there is no other
appropriate setting that can meet their needs.

e The new pre paid mental health plan that is being rolled out to control behavioral
health costs has many flaws associated with its development and offers little to no
choice for the consumers of these facilities. In the event that this managed care
model fails to ensure access to care many of the most difficult to serve individuals
will be forced to relocate in that many facilities will be unable to meet the needs
absent the community based supports. This displacement poses huge public
safety and overall health policy concerns for local officials.

Proposed Solution: The legislature has before it a bill SB 1852 and HB 1535 that
will allow AHCA to pursue an alternative to the prepaid mental health plan as a
demonstration project and permits the AHCA to amend a current Medicaid waiver so
as to allow the state to ensure that those individuals with emerging medical needs can
remain in place and receive the support they need in order to avoid a premature
nursing home placement.

Closing Comments:

“ No state shall make or enforce any law which shall abridge the privileges or
immunities of citizens of the United States; nor shall any State deprive any person of
life, liberty or property, without due process of law; nor deny to any person within its
Jurisdiction the equal protection of the laws.”

- United States Constitution — 14" amendment

Douglas D. Adkins
Executive Director
Dayspring Village, Inc.
PO Box 1080

Hilliard, Florida 32046
904-583-0134-cell
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ST.VINCENT'S

Mary Alice Phelan
Director/Community Relations
1800 Barrs Street
Jacksonville, FL 32204
Office: 904-308-7437

Cell: 904-477-5018

Fax: 904-308-2995
mphelan@jaxhealth.com

St. Vincent’s Health System provides care through our 518-bed tertiary
care medical center, our 238-bed skilled nursing facility, St. Catherine
Laboure Manor, and ancillary services.

Medicaid provides a vital safety net meeting the needs of the poorest and
most vulnerable persons of the state. Medicaid assists the needs of poor and
vulnerable from birth through their eldest days. St. Vincent’s is dedicated
to be belief that healthcare is a basic human right and we continue to
support the Medicaid program.

At present, the Medicaid system provides services based on a fee-for-service
model. This gives the user a variety of services from which to choose. The
proposed changes in Medicaid would take the choice from the consumer
and direct it to a faceless network. The network would have the power to
accept or decline the member’s request for care, either medical or long-

term.

As proposed by Governor Bush, the Managed Care Organization would
contract with hospitals and other health care providers most likely offer
rates even less that the current rates. Here at St. Vincent’s our
reimbursement for the hospital costs is 17% below our cost of providing
service. For our skilled nursing facility, St. Catherine Laboure Manor, the
reimbursement is almost thirty dollars a day less than our costs. In both
cases, the difference is made up through cost shifting. But even this
accounting devise has a limited life.
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Since the MCO component is likely to be an investor-owned entity which
must answer to stockholders, the services of the company will not come
cheaply. With limited dollars, the savings will likely come from curtailment
of services and steep cuts in reimbursement rates.

Florida does not have a good track record with Medicaid HMOs market
longevity. In Duval County alone there have been ten Medicaid Managed
Care Organizations, none of which is currently in existence. What happens
to the lives of the insured when the CMO decides to leave the state, as have

most others in the past?

Further, the proposal does not address a required level of coverage for
children or adults. It apparently will be up to the managed care plan to
devise its own level of coverage. We are concerned that without a required
level of coverage, beneficiaries may find themselves without adequate care.
What happens to the chronically ill who require a large measure of the
healthcare resources. Will this group continue to receive the care they have

received in the past?

In conclusion, St. Vincent’s asks that any plan to reform Medicaid that is
forthcoming contains the following provisions:

Recognition of the basic dignity of each person.

.
.

2. The right to choose provider and place of care.
The place of care should be geographically desirable for the user.

3. Basic levels of care should be determined and required for all
levels, children through the frail elderly.

4. Care should be available at the appropriate level.

5. The Medically Needy provisions should be retained.
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The Florida Legislature
Senate Select Committee on Medicaid Reform
House Select Committee on Medicaid Modernization
Public Hearing Comment Form

Florida’s Medicaid program provides health care services for low-income, elderly, and disabled persons.
The program currently covers over 2 million Floridians. The concern is that the state expenditures for the
Medicaid program are growing faster than the state’s revenue growth. In 2004-05, Medicaid expenditures
are approximately $14.4 billion (24% of the entire state budget) and are projected to more than double to
$36 billion by 2015. As the program continues to grow rapidly, it leaves fewer dollars available for other

public needs like education and transportation.

The purpose of this public hearing is to gather information from Medicaid recipients, health care
providers, and other interested parties who may be affected by changes to Florida's Medicaid program.
We need your ideas on how to reduce the rapid growth in Medicaid expenditures while continuing to
provide needed services to Florida's low-income, elderly, and disabled. The Committees will also accept
any comments you may have on the Governor’s proposal to reform Medicaid.

Please use this form if you would like to provide information to the Committees, but do not want to speak
during the public hearings. All forms will be made available to the Committee members for their review. If

you wish to mail this form or email your comments, please send to:
Senate Committee on Health Care
530 Knott Building
404 South Monroe Street

Tallahassee, FL 32399-1100
e-mail:}ledicaid.Reform@ﬂsenate.gov
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The Florida Legislature
Senate Select Committee on Medicaid Reform
House Select Committee on Medicaid Modernization
Public Hearing Comment Form

Florida’s Medicaid program provides health care services for low-income, elderly, and disabled persons.
The program currently covers over 2 million Floridians. The concern is that the state expenditures for the
Medicaid program are growing faster than the state’s revenue growth. In 2004-05, Medicaid expenditures
are approximately $14.4 billion (24% of the entire state budget) and are projected to more than double to
$36 billion by 2015. As the program continues to grow rapidly, it leaves fewer dollars available for other

public needs like education and transportation.

The purpose of this public hearing is to gather information from Medicaid recipients, health care
providers, and other interested parties who may be affected by changes to Florida’s Medicaid program.
We need your ideas on how to reduce the rapid growth in Medicaid expenditures while continuing to
provide needed services to Florida's low-income, elderly, and disabled. The Committees will also accept
any comments you may have on the Governor’s proposal to reform Medicaid.

Please use this form if you would like to provide information to the Committees, but do not want to speak
during the public hearings. All forms will be made available to the Committee members for their review. If

you wish to mail this form or email your comments, please send to:

Senate Committee on Health Care
530 Knott Building
404 South Monroe Street
Tallahassee, FL 32399-1100
e-mail: Medicaid.Reform@fisenate.gov
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The Florida Legislature
Senate Select Committee on Medicaid Reform
House Select Committee on Medicaid Modernization
Public Hearing Comment Form

Florida’s Medicaid program provides health care services for low-income, elderly, and disabled persons.
The program currently covers over 2 million Floridians. The concern is that the state expenditures for the
Medicaid program are growing faster than the state’s revenue growth. In 2004-05, Medicaid expenditures
are approximately $14.4 billion (24% of the entire state budget) and are projected to more than double to
$36 billion by 2015. As the program continues to grow rapidly, it leaves fewer dollars available for other
public needs like education and transportation.

The purpose of this public hearing is to gather information from Medicaid recipients, health care
providers, and other interested parties who may be affected by changes to Florida's Medicaid program.
We need your ideas on how to reduce the rapid growth in Medicaid expenditures while continuing to
provide needed services to Florida’s low-income, elderly, and disabled. The Committees will also accept
any comments you may have on the Governor’s proposal to reform Medicaid.

Please use this form if you would like to provide information to the Committees, but do not want to speak
during the public hearings. All forms will be made available to the Committee members for their review. If

you wish to mail this form or email your comments, please send to:

Senate Committee on Health Care
530 Knott Building
404 South Monroe Street
Tallahassee, FL 32399-1100
e-mail: Medicaid.Reform@flsenate.gov
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How Federalism Could Spur
Bipartisan Action On The
Uninsured

A way to end the political impasse and make progress on covering
uninsured Americans.

by Henry J. Aaron and Stuart M. Butler

ABSTRACT: National efforts to greatly reduce the number of uninsured Americans have
made little progress for decades because achieving majority support for any one approach
has proved to be impossible. While as authors we remain unreconciled on the best solu-
tion, we share the belief that federally supported state experimentation is a promising way
to make progress. States should be allowed to try widely differing solutions with federal fi-
nancial support under legislated guidelines, including specific protections and measurable
goals. Congress would enact a “policy toolbox” of federal initiatives that states could in-
clude, and funding to states would be linked to success in reaching the goals.

number of Americans lacking health insurance. Unfortunately, while nu-

merous plans exist on how to reach that goal, few agree on any one. In-
deed, as authors we disagree on how best to extend and assure health insurance
coverage. Nonetheless, we believe that using the pluralism and creative power of
federalism is the best way to break the political logjam and to discover the best
way to expand coverage.

Accordingly, we believe that states should be strongly encouraged to try any of a
wide range of approaches to increasing health insurance coverage and rewarded
for their success. This approach offers both a way to improve knowledge about
how to reform health care and a practical way to initiate a process of reform. Such
a pluralist approach respects the real, abiding differences in politics, preferences,
traditions, and institutions across the nation. It also implies a willingness to ac-
cept differences over an extended period in order to make progress. And it recog-
nizes that permitting wide diversity can foster consensus by revealing the
strengths and exposing the weaknesses of rival approaches.

Despite our abiding disagreements on which substantive approach to extend-

NEARLY EVERYONE THINKS that something should be done to reduce the

Henry Aaron (haaron@brookings.edu) is a senior fellow in health economics at the Brookings Institution in
Washington, DC. Stuart Butler (butlers@heritage.org) is vice president for domestic and economic policy studies
at the Heritage Foundation, also in Washington.

————
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ing coverage is best, we believe that people of goodwill must be prepared to coun-
tenance the testing of ideas they oppose if progress is to be made. Moreover, we
believe that there is no hope for legislation to begin to transform the largest U.S.
industry—health care—unless such legislation enjoys strong support from both
major political parties.

Using Federalism To Spur Actlon

Proposals to reduce the number of uninsured Americans abound. Some favor
expanding government programs, such as Medicaid. Others favor refundable tax
credits to help families buy private health insurance. Still others favor regulatory
approaches, such as changes in insurance rules. But working together in health
care to achieve a goal shared by virtually everyone has proved to be impossible.
One reason for this is that the capacity to reach substantive compromise in Wash-
ington has seriously eroded.! Among the causes is the widespread view that re-
forming the complex health care system requires very carefully designed and in-
ternally consistent actions. Some say that it is like building a new airplane: Unless
all the key parts are there and fit together perfectly, the airplane will not fly. Thus,
many proponents of particular approaches fear that abandoning key components
of their proposals to achieve a compromise will prevent a fair test of their favored
approach and lead to failure. Another obstacle is that many lawmakers believe that
approaches that might conceivably work in one part of the country, given the cul-
tural, philosophical, or health industry conditions prevailing there, will not work
in their state or district because of different local conditions. This view leads many
in Congress to resist proposals that might work in some areas because they believe
that those proposals could make things worse for their constituents.

These and other factors have stalled efforts to extend health insurance and
achieve other reforms for decades. The enactment of Medicare and Medicaid
stands as one notable—and instructive—exception to that pattern. Medicare
sprang from comprehensive social insurance initiatives of congressional Demo-
crats, Medicaid from limited needs-based approaches of congressional Republi-
cans. The passage of each program was possible only because the two initiatives
were linked in the form of a trade-off, not so much by blending some elements of
each approach but by moving forward with two programs in parallel: Medicare for
the elderly and disabled, and Medicaid for the poor of all ages. That experience il-
lustrates a principle of politics: that progress often requires combining elements
of competing proposals into a hybrid legislative initiative, in which internally con-
sistent approaches operate in parallel.

In our view, federalism offers a promising approach to the challenge of building
support to tackle the problem of uninsurance. While proponents of nationwide
measures to introduce health insurance tax credits, or to extend Medicare or the
State Children’s Health Insurance Program (SCHIP) to other groups, should of
course continue to make their case for national policies, we emphasize an initia-
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“All advocates of health insurance reform, like residents of Lake
Wobegon, seem to believe that their plans are above average.”

..............................................................................

tive designed to support states in launching a variety of localized initiatives. Un-
der this process, the federal government would reward states that agreed to test
comprehensive and internally consistent strategies that succeeded in extending
coverage within their borders. In contrast to block grants, federal-state covenants
would operate within congressionally specified policy constraints designed to
achieve national goals for extending health insurance. These covenants would in-
clude plans ranging from heavy government regulation to almost none, as long as
the plans were consistent with the broad goals and included specified protections.
States could also select items from a federally designed “policy toolbox” to include
in their proposals. Allowable state plans would include forms of single-payer
plans, employer mandates, mandatory individual purchase of privately offered in-
surance, tax credits, and creative new approaches. States would be free not to un-
dertake such experiments and continue with the current array of programs, but
sizable financial incentives would be offered to those that chose to experiment
and financial rewards given to those that achieve agreed-upon goals.

The model we propose builds upon proposals we have outlined elsewhere.” It is
also compatible with some other federalism approaches, such as the plan ad-
vanced by the Institute of Medicine.> We favor a wide diversity of federal-state ini-
tiatives for three reasons. First, fostering a bold program in a state will produce
much information that will aid the policy discovery process. Successes will en-
courage others to follow, while unanticipated problems will force redesign or
abandonment and will be geographically contained. Second, encouraging bold
state action will quickly and directly extend coverage to many of the uninsured.
Instead of facing continued national inaction or the potential for disruption of
state initiatives by future federal action, states would have the incentive and free-
dom to act decisively. Third, we see no evidence of an emerging consensus on how
to deal with these problems at the national level. But our proposal is based on the
observation that advocates of rival plans trust their preferred approaches enough
to believe that a real-life version would persuade opponents and create a consen-
sus. Not all can be right, of course, but all advocates of health insurance reform,
like residents of Lake Wobegon., seem to believe that their plans are above average.
Thus, they should be open to the idea of testing diverse proposals. Our proposal is
a process to enable policymakers to discover which is right, either for the whole

country or for a region.

Core Elements
We propose that Congress provide financial assistance and a legal framework
to trigger a diverse set of federal-state initiatives. To help break the impasse in
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Congress over most national approaches, we propose steps designed to enable
“first choice™ polirical ideas to be tried in limited areas, with the support of states
and through the enactment of a federal “policy toolbox” of legislated approaches
that would be available to states but not imposed on them. Our view is that
elected officials would be prepared to authorize some approaches now bottled up
in Congress if they knew that the approach would not be imposed on their states.
Our proposed strategy would contain six key elements.

M Goals and protections. First, Congress would set certain goals and general
protections. Goals would be established for extending coverage, and perhaps im-
proving the coverage of some of those with inadequate coverage today. One such
goal could be a percentage reduction in the number of uninsured people in a state.
The more precise the goals, the more contentious they are likely to be. But clear and
measurable goals under the proposed covenants are necessary if the system of finan-
cial rewards described below is to work effectively.

What is “insurance™ For a coverage goal to mean anything, it would have to define
what constitutes “insurance.” Specifying adequate coverage in health care is no
easier than quantifying an adequate high school education, and when money fol-
lows success, drafting such definitions becomes even more difficult.

In defining what is meant by adequate insurance, agreement on two characteris-
tics is vital: the services to be covered and the maximum residual costs (deduct-
ibles and copayments) that the insured must bear. States could be more generous
than these standards. Instead of speciying precisely what states must do in each of
these dimensions, we suggest that Congress establish a required actuarial mini-
mum—such as the cost of providing the benefit package of the Federal Employees
Health Benefits Program (FEHBP) for the state’s population—as the standard,
with states retaining considerable latitude on which services to include and how
much cost sharing to require. Whether to set this actuarial standard high or low
will be controversial and will determine the overall cost to the federal government
of eliciting state participation.

Both high and low benefit standards suffer from well-known problems. High
standards would raise program costs and weaken individuals’ incentives to be
prudent purchasers of health care. Low standards expose patients to sizable fi-
nancial risk and raise questions about whether to restrict patients’ right to buy
supplemental coverage. Thus, federal legislation would not specify the content of
insurance plans beyond some such actuarial amount. States would then be free to
design plans as they wish, although certain types of plans might be presumptively
acceptable (see below), and others could be negotiated as part of a covenant. The
exact mix of benefits could vary within reason, but no further limits would be im-
posed. One goal of this approach, after all, is to encourage experimentation to gen-
erate information on whether particular configurations of benefits work better
than others. It might turn out, for example, that states would adopt quite different
plans with similar actuarial values. One group might opt for high-deductible plans
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covering a wide range of services with no cost sharing above the deductible and
generous relief from the deductible for the poor, while others might adopt a sys-
tem with low deductibles and modest cost sharing but covering a much narrower
range of benefits. Discovering how individuals’ and providers’ attitudes and be-
havior differ under such plans and how health outcomes vary would provide valu-
able information for private health insurance planners and government officials.

Protections for individudls. In addition to the definitional question, the question
also arises, What limitations and protections should be applied to state experi-
ments? If a simple net reduction in uninsurance guaranteed a financial reward toa
state, for example, the state would have the incentive to drop coverage of costly
high-risk adults and extend coverage to less costly (healthier and younger) work-
ers. Some such concerns could be addressed in negotiating covenants, but some
broad protections and policy “corridors” would be established under our proposal
and would be necessary to achieve political support.

One of the most politically sensitive would be a primum non nocere limitation.
That is, states could not introduce 2 plan that reduced coverage for currently in-
sured populations, most notably the Medicaid population, beyond some minimum
amount. We believe that no reform proposal is likely to be achievable without that
restriction. Most Medicaid outlays in many states are not strictly mandated by
federal law, in the sense that some beneficiaries and some services for all beneficia-
ries are optional. States provide optional coverage because federal law permits it,
and the federal matrch makes its provision attractive to states. If incentives were
introduced to cover the non-Medicaid population, states might find it financially
and politically attractive to increase the total number of insured people by curtail-
ing Medicaid eligibility and benefits and using the money saved, together with
federal support, to cover a larger number of people who are uninsured but less
poor.

Designing and enforcing rules to prohibit or limit such “insurance swapping”
would be extremely challenging but politically—and, one could argue, morally—
essential. On the other hand, we believe that states should have some opportunity
to propose different ways of delivering the Medicaid commitment to the currently
insured population, as long as the degree and quality of coverage were not dimin-
ished. That form of Medicaid protection could stimulate creativity and improve-
ment in coverage for the poorest citizens while avoiding any threat to their exist-
ing coverage. To be sure, there are disagreements, including between us, on the
degree of freedom states should have in deciding how to deliver the Medicaid
commitment. Positions range from only minor tweaking to sweeping changes in
the delivery system, such as allowing states to use Medicaid money to subsidize
individual enrollment in an equivalent private plan. The degree of flexibility states
should have, while maintaining eligibility and level of coverage, is a difficult politi-
cal issue for Congress to decide.

Acceptable state proposals would also have to limit cost sharing and features

L
W4-172

31 March 2004

35



FEDERALISM
. ]

analogous to pension nondiscrimination rules. We believe that requirements, con-
sistent with the general goals and protections we propose, are needed to ensure
that lower-income households do not face unaffordable coverage. Without such
limits, states could reduce the number of uninsured people and secure attendant
federal financial support, for example, by instituting an individual mandate with a
high premium that would effectively make insurance universal among the finan-
cially secure and do little for the poor. States would need to propose 2 fair, plausi-
ble way of meeting the requirement, such as by mandating some form of commu-
nity rating or through a cross-subsidy to more vulnerable populations.

The federal government should establish broad guidelines, but no more. A key
principle of our proposal is that state officials are more likely than federal officials
to design successful solutions to those problems that members of the policy or
congressional staff community have failed to solve. Congress can and should set
the parameters, but it should avoid micromanagement.

W “Policy toolbox” of federal policies and programs. A feature of the congres-
sional impasse noted earlier is that many plausible health initiatives that might
merit testing, and have support in some states, are blocked by other lawmakers who
oppose the introduction of the approach in their own state or across the country.
Thus, we propose that Congress enact presumptively legitimate approaches to the
expansion of health insurance coverage as a “policy toolbox” that would be available
to states a la carte to apply within their borders. Lawmakers could safely vote to
permit an initiative, confident that it would not be imposed on their states. In this
way, potentially useful policies and programs could be “unlocked” from Congress
and become available for states to use in their own initiatives.

A policy toolbox likely would include expansions of existing policies, such as
raising income limits under Medicaid or lowering the age of Medicare eligibility. It
could include arrangements to subsidize individual buy-ins to the FEHBP, refund-
able tax credits or their equivalent (perhaps with some steps to modify the federal
income tax exclusion for employer-sponsored health insurance costs), mandating
employer or individual coverage, or creating a single state insurance plan though
which everyone may buy subsidized coverage.

Other possible examples might include the following: (1) Remove regulatory
and tax obstacles to churches, unions, and other organizations providing group
health insurance plans. This could open up new forms of group coverage offered
though organizations with an established membership and common values. (2)
Allow Medicaid and SCHIP to cover additional populations, with greatly en-
hanced federal matching payments, and perhaps to operate in very different
ways—with appropriate safeguards to protect those who are covered under cur-
rent law. Both federal welfare legislation and SCHIP, for example, included safe-
guards to preserve existing Medicaid coverage. (3) Extend limited federal Em-
ployee Retirement Income Security Act (ERISA) protection to large corporate
health plans willing to enroll nonemployees, and extend the tax exclusion to those

.
W4-173

HEALTH AFFAIRS - Web Exclusive

36



Tae UNINSURED

enrollees. This could lead in a state to expanded access to comprehensive cover-
age. (4) Provide a voucher to individuals designed to mimic a comprehensive re-
fundable tax credit for health insurance. This could allow the practical issues of a
major tax credit approach to be examined. (5) Enact legislation to make forms of
FEHBP-style coverage available to broader populations within states. This would
enable states and federal government to explore the issues associated with ex-
tending the program to nonfederal employees and retirees. (6) Enable states to es-
tablish association plans and other innovative health organizations.

We emphasize that any menu of tools would be optional for states. None would
be required. Members of Congress would be more likely to agree to the inclusion
of elements they would deplore in their own states if they knew that no state, in-
cluding their own, would be forced to adopt them than they would be in a nation-
ally uniform system. Some lawmakers, for instance, oppose association plans be-
cause they believe that such plans would disrupt successful state insurance
arrangements. Under the menu approach, association plans would be introduced
only in states wishing to use them as part of their overall strategy.

M State proposals, federal approval. Under our proposed strategy, states inter-
ested in a bold, creative initiative would design a proposal consistent with the goals
and restrictions established by Congress. Typically this proposal would include
some elements from the federal policy toolbox in conjunction with state initiatives.

Needless to say, a critical congressional decision would concern mechanisms
for approving state plans and monitoring state performance. States would no
doubt seek to take advantage of every financial opportunity to game the system
and to stretch agreements to the limit, as the almost zany history of the Medicaid
upper payment level (UPL) controversy makes painfully clear. Yet monitoring
state behavior, determining state violations, and enforcing penalties on states is
enormously difficult. Moreover, the entity could (and we think should) have the
power to negotiate parts of a proposal, not merely approve or reject it, so that re-
finements could be made consistent with Congress’s objectives.

But what entity should this be? It might seem natural to designate an executive
agency that reports to the president, such as the Department of Health and Hu-
man Services (HHS). We suspect, however, that many members of Congress
would refuse to cede so much selection authority to another branch of govern-
ment and that roughly half would fear partisan decisions by an administration of
the “other” party. Congress would likely insist on adding suffocating selection cri-
teria and other restrictions to executive-department decisions, jeopardizing the
very creativity we intend. Thus, we favor instead an existing or newly created
body that has independence but ultimately answers to Congress. A new biparti-
san body might perform this function with members selected by Congress and the
administration or with members also representing the states, with technical ad-
vice from the U.S. General Accounting Office (GAO). This body would evaluate
and negotiate draft state proposals according to the general requirements speci-
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fied by Congress and then present a recommended “slate” of proposals to Con-
gress for an up-or-down vote without amendment. Once the state proposals had
been selected, HHS would be responsible for implementing the program.

Bipartisan willingness to authorize state programs and to appropriate suffi-
cient funds to elicit state participation also requires that members of Congress be-
lieve that approaches they find congenial will receive a fair trial and agree that ap-
proaches they reject will also receive a fair trial. Unfortunately, current federal
legislation makes two key approaches difficult to implement in individual states
or even groups of states: a single-payer plan and an individual mandate combined
with refundable tax credits. A federalist approach should include mechanisms
that would enable states to give such proposals as fair and complete a test as pos-
sible, both because that would provide valuable information and because the po-
litical support of their advocates is important in Congress.

Crafting a single-payer experiment. ERISA, which exempts self-insured plans from
state regulation, is the primary technical obstacle to testing single-payer plans.
The political sensitivity to modifications in ERISA is difficult to exaggerate. Any
attempt to carve out an exception from ERISA for state programs to extend cover-
age would probably doom federal legislation. But states could create “wrap-
around” plans to cover all who are not currently insured, or even to cover all who
are not insured under plans exempted by ERISA from state regulation. While
such an arrangement would not be a single-payer plan, it could achieve universal
coverage, which is one defining characteristic of single-payer plans, and arguably
be sufficient for a valid test. After all, the U.S. health care system is characterized
by different subsystems for certain populations and has a form of single-payer cov-
erage for military veterans. But of course the real test is whether advocates of
single-payer plans regard such a limited arrangement as a fair trial.

An individual tax credit approach. The obstacles to a state-level individual mandate
with a refundable credit are also serious and complicated. We presume that an in-
dividual mandate would require some contribution from people with incomes
above defined levels. Such a mandate raises both political and practical questions.
Testing federal tax reform in selected geographic areas also raises constitutional
and practical issues, although advocates of the approach maintain that other
site-specific programs involving federal tax changes, such as enterprise zones,
have passed muster. In addition, for a limited experiment it might be possible to
design subsidy programs that would mimic tax relief.

Administering a refundable tax credit would pose formidable difficulties for
some states, particularly those that do not have a personal income tax. In all states,
the logistics of providing a credit with reasonable accuracy on a timely basis
would be challenging. So, too, would deciding how to address such administrative
problems as households that live in one state yet work in another. Advocates for
tax credits say they have solutions to these and similar challenges, just as support-
ers of single-payer approaches or employer mandates claim to have answers to
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challenges facing those approaches. For instance, some maintain that the employ-
ment-based tax withholding system could serve as a vehicle for refundable credits
or equivalent subsidies and would make individual enrollment practical.®
Whether or not they are right is of course disputed by their critics. The beauty of a
“put up or shut up” federalism initiative is that it offers a chance for advocates to
offer such solutions in practice instead of in theory.

Using “managed federalism’” to build support? Deciding how many states could qualify
for experiments is an open political and technical question. One approach would
be to limit it to a few states. This would limit costs but has little else to be said for
it. Accordingly, we would favor opening the program to all states wishing to ac-
cept a federal offer. Nevertheless, we recognize that some lawmakers would be re-
luctant to vote for a process of federal-state innovation unless they were sure that
certain “generic” or “standard” approaches were included—especially if the num-
ber of states in the program were to be limited. In particular, we believe that our
proposal can win congressional support only if liberals and conservatives alike are
fully convinced that the approaches each holds dear will receive a fair and full trial
in practice.

While we believe that any state initiative that meets approval should be wel-
comed, political considerations thus might require that no state’s proposal would
be approved unless a sufficient range of acceptable variants was proposed. For ex-
ample, strong advocates of market-based or single-payer approaches might find
the federalism option acceptable only if each was confident that favored ap-
proaches would be tested

W Adequate data collection. To determine whether a state was actually making
progress toward a goal, accurate and timely data would be needed. These data
would include surveys of insurance coverage, with sufficient detail to provide state-
level estimates. Such surveys would be essential to show whether the states were
making progress in extending health insurance coverage. They are vital to the suc-
cess of the whole approach because payments to states (apart from modest planning
assistance) should be based on actual progress in extending coverage, not on com-
pliance with procedural milestones.

Congress should also assure that states report on use of health services, costs,
health status, and any other information deemed necessary to judge the relative
success of various approaches to extending coverage. Only a national effort could
ensure that data are comparable across states. States’ cooperation with data col-
lection would be one element of the determination of whether a state was in com-
pliance with its covenant and was therefore eligible for full incentive payments.
The experience with state waivers under welfare before enactment of the 1996
welfare reform clearly illustrates the power and importance of such data collec-
tion. The cumulative effect of the reports showing the effectiveness of welfare-
to-work requirements in reducing rolls, increasing earnings, and raising recipi-
ents’ satisfaction transformed the political environment and made welfare reform
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inescapable.
M Rewarding progress. Congress would design a formula under which states

would be rewarded for their progress in meeting the agreed federal-state goals of ex-
tending insurance coverage. As experience with countless grant programs attests,
haggling over such formulas can become politics at its grubbiest, with elected offi-
cials voting solely on the basis of what a particular formula does for their districts.
Even without political parochialism, designing a formula that rewards progress
fairly is no easy task. For one thing, states will be starting from quite different
places. The proportion of states’ uninsured populations under age sixty-five during
1997-1999 ranged from 27.7 percent in New Mexico and 26.8 percent in Texas to 9.6
percent in Rhode Island and 10.5 percent in Minnesota and Hawaii.’ Designing an
incentive formula to reward progress amid such diverse conditions is both an ana-
lytical and a political challenge. Moreover, the per capita cost of health care varies
across the nation, which further complicates the assessment of progress. The cost of
extending coverage depends on the geographic location, income, and health status
of the uninsured population. Having financial access may be hollow in communities
where services are physically unavailable or highly limited. Extending coverage may
require supply-side measures to supplement financial access.

We believe that the only way to design such a formula is to remove the detailed
design decisions from congressional micromanagement. We suggest that Con-
gress be asked to adopt the domestic equivalent of “fast-track” trade negotiation
rules or base-closing legislation. Under this arrangement, Congress would desig-
nate a body appointed in equal numbers by the two parties, to design an incentive
formula that Congress would agree to vote up or down, without amendments.
Such a formula would have to recognize the different positions from which vari-
ous states would start. Any acceptable formula would have to reward both abso-
lute and relative reductions in the proportions of uninsured people. Whether fi-
nancial incentives would be offered for other dimensions of performance and how
performance would be measured constitute additional important challenges.

B Sources of funding. Bleak budget prospects could cause one to give up on this
or any other attempt to extend health insurance coverage broadly. But as recent his-
tory amply illustrates, the political and budgetary weather can change dramatically
and with little notice. What funding approach would be desirable if funds were
available? Under our proposal, the federal funding would be intended for several
broad purposes: (1) A large portion of the money would be used to help states actu-
ally fund approaches to be tested. (2) Some funding (perhaps with assistance from
private foundations) would provide national support and technical assistance to
states. A model to consider for such support is the Health Resources and Services
Administration (HRSA) State Planning Grants program, which both funds state
planning activities and provides federal support and technical assistance. (3) Some
funds would cover the cost of independent performance monitoring, (4) Some funds
would be set aside to reward states for meeting the goals in their agreed-upon plan.
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Congress might consider an automatic “performance bonus” system similar to the
mechanism used in welfare reform. Congress could also consider withholding the
periodic release of part of a state’s grant pending a periodic assessment by the inde-
pendent monitor of the degree to which the state is accomplishing the objectives
specified in its covenant. Only those states willing to offer proposals designed to
achieve the national goals would be eligible for a share of the funding or for the menu
of federal policy tools. A state could decline to offer a proposal and remain under

current programs.

challenges facing the United States. Federal legislation often grants states

broad discretion in designing even those programs for which the federal
government bears much or most of the cost. In health care as well as education or
welfare, states have been the primary innovators. But the federal government lim-
its, shapes, and facilitates such innovation through regulation, taxation, and
grants. Such a partnership is bound to be marked by conflict and tension as state
and federal interests diverge.

A creative federalism approach of the kind we propose would change the dy-
namics of discovering better ways to expand insurance coverage, just as a version
of this approach triggered a radical change in the way states addressed welfare de-
pendency. By actually testing competing approaches to reach common goals,
rather than endlessly debating them, the United States is far more likely to find
the solution to the perplexing and seemingly intractable problem of uninsurance.

FEDERALISM ENABLES THE STATEs to undertake innovative approaches to

Anearlier version of this paper was presented at a conference convened by the Council on Health Care Economics
and Policy, 19 September 2003, in Washington, DC.
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Executive Summary
Abridged by Ken Frisof MD for Bridging Coalitions: Communities United for Universal Health Care

The lack of health insurance for tens of millions of Americans has serious negative
consequences and economic costs not only for the uninsured themselves but also for their
families, the communities they live in, and the whole country. The situation is dire and is

expected to worsen.

In a series of five reports, the Committee concluded that:

e The number of uninsured individuals under the age of 65 is large, growing, and
has persisted even during periods of strong economic growth.

e Uninsured children and adults do not receive the care they need; they suffer from
poorer health and development, and are more likely to die early than are those
with coverage.

e Even one uninsured person in a family can put the financial stability and health of
the whole family at risk.

e A community’s high uninsured rate can adversely affect the overall health status
of the community, its health care institutions and providers, and the access of its
residents to certain services.

¢ The estimated value across the population in healthy years of life gained by
providing health insurance coverage is almost certainly greater than the additional
costs of an “insured” level of services for those who now lack coverage.

Lessons from the Past and Present

Past campaigns have yielded both incremental changes and major reforms, but not
universal coverage, due to the challenges to major structural changes posed by American
political arrangements and the lack of political leadership strong and sustained enough to
forge a workable consensus on coverage legislation. In addition, the opposition of
provider, insurer and business groups with economic interests potentially adversely
affected by specific reform proposals has blocked universal coverage even though many
have agreed with the general need for reform.

Federal incremental reforms over the past twenty years have made little progress in
reducing overall uninsured rates nationally, although public program expansions have
improved coverage for targeted previously uninsured groups. Federal reforms of
employment-based insurance have not included provisions for assuring affordability and,
thus, have had limited effect.
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Although some states have made significant progress in reducing uninsurance, even the
states that have led major coverage reforms have large and persisting uninsured

populations.

Conclusion: The persistence of uninsurance in the United States requires a national
and coherent strategy aimed at covering the entire population. Federal leadership
and federal dollars are necessary to eliminate uninsurance, although not necessarily
federal administration or a uniform approach throughout the country. Universal
health insurance coverage will only be achieved when the principle of universality is

embodied in federal public policy.

Vision Statement and Principles

The Committee on the Consequences of Uninsurance envisions an approach to health
insurance that will promote better overall health for individuals, families, communities
and the nation by providing financial access to everyone to necessary, appropriate, and

effective health services.

The evidence reviewed by the Committee in its first five reports contributes to this shared

vision and the following five key principles:
1. Health care coverage should be universal
2. Health care coverage should be continuous.
3. Health care coverage should be affordable to individuals and families.
4. The health insurance strategy should be affordable and sustainable for society.
5. Health insurance should enhance health and well-being by promoting access to
high-quality care that is effective, efficient, safe, timely, patient-centered and

equitable.

Using the Principles and Next Steps

The Committee concludes that health insurance coverage for everyone in the United
States requires major reform initiated as federal policy.

The Committee recommends that the President and Congress develop a strategy to
achieve universal insurance coverage and to establish a firm and explicit schedule to

reach this goal by 2010.

The Committee recommends that, until coverage takes effect, the federal and state
govermnments provide resources sufficient for Medicaid and SCHIP to cover all persons
currently eligible and prevent the erosion of outreach efforts, eligibility, enrollment and

coverage.

It is time for our nation to extend coverage to everyone.
For more information, go to

http://www.iom.edu/uninsured.
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AN INTERNATIONAL TIMELINE

Year in which elected representatives enacted
health care coverage for everyone:

Germany ................. 1883
Swntzerland ......

Canada
Den mark ) ..:
AUStralla .

* Proposed by the President. Strong public support for the principle. Failed in Congress.

If the other democracies of the world
can assure health care for all their people,

why can’'t we?

produced by the
Universal Health Care Action Network (UHCAN) Email: seekingjustice@uhcan.org
Tel: 800-634-4442 Web Site: http://www.uhcan.org
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» National UHCAN conferences bring grassroots activists and national
leaders together to develop and coordinate strategies to advance

universal health care.

. The UHCAN website <www.uhcanorg> provides analyses,
information, links and resources on health care justice issues and
universal health care organizing around the country.

« Networking, speakers and technical assistance for local health care
justice groups are provided by UHCAN staff and board members.
Contact UHCAN to link up with groups and advocates in your area.

UHCAN print resources are by email: <uhcan(@uhcan.org>
or cal to request: 800/634-4442

© Universal Health Care Action Network
2800 Euclid Avenue, Suite 520 Cleveland, OH 44115-2418
Phone: 216/241-8422 or 800/634-4442

. 1 216/241-
& £ail Staff Fax: 216/241-8423 . Email Webmaster

M AGuideStar.

http://65.61.27.230/files/about/activities. html 3/14/2005
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University of Arkansas
for Medical Sciences
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Byllye Avery, MEd, Avery Institute for Social Change

Cynthia Chestnut, Ph.D, Alachua County Board
of County Commissioners

Paul Duncan, PhD, University of Florida Department gram; O ;
of Health Services Research, Management and Policy i gauization Tor Women (NOW),

Jatnesville Community
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Henry Kahn, MD, Physicians for a National Health Plan

Randy Kammer, JD, Blue Cross Blue Shield of Florida

Moderator: Vivian Filer, MS, MSN, ARNP
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irth Center of

(GAINESVILLE

The Birth Center of Gainesville is the oldest birth center on the east coast of the United States and is
proud to have been “Delivering Florida’s Pride and Joy for over 25 years” Our midwives are experts
in caring for healthy pregnant women and have a longstanding record of providing high-quality, safe
maternity care while helping to grow healthy families and build our community. Over the last 25
years, more than 1,800 babies have been delivered through the Birth Center of Gainesville.

Building Community e

“If we are to
make real
progress in
providing
primary and
preventive care
and in
reducing
infant
mortality
rates, we must
first broaden
our provider
base by
encouraging
the growth of
midwifery.”
- Dr. Charles Mahan,
former Florida

State Deputy
Secretary for Health

... Growing Healthy Families

Birth Centers deliver
safe, cost effective and highly
satisfying care!

Research on 11,314 women in 84 centers shows:

Birth centers deliver low intervention care!
U.S. cesarean rate is 26.1%

Birth center cesarean rate is 4.4%

Birth centers deliver cost effective care!
A birth center costs an average of 30% to 50%

less than hospital care.

Birth centers deliver safe care and healthy babies!
Birth center mothers are less likely to give birth to

pre-term or low birth Weight babies.

Birth centers deliver highly satisfying care!
98.8% of birth center clients report high satisfaction.
Women who use birth centers would return, and

recommend birth center care to family and friends.

Rooks, Weatherby, Ernst, Stapleton, Rosen, Rosenfield.

The New England Journal of Medicine, Qutcomes of Care in Birth Centers
321.1804-1811.1989
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Florida Licensed Midwives are “experts” in healthy, natural pregnancy and
childbirth. Individualized care, education and guidance support good health
habits for mothers and families. Midwives care for women in a variety of
settings including home, birth centers and clinics.

or

‘% What is a Florida Licensed Midwife?
g
£

Midwives Provide Safe, Effective Maternity Care
e Time-intensive quality care and family-centered guidance in the childbearing cycle
e Culturally sensitive education, psychosocial support for improved pregnancy outcomes
e Lower maternity care costs, in part through reduced reliance on cesarean surgery

Midwives provide ongoing risk assessment throughout pregnancy. If medical concerns arise,
midwives collaborate with physicians and refer out when indicated. Florida Licensed Midwives
must complete three years of academic and clinical education and pass the North American
Registry of Midwives national certification examination.

Midwives Model of Care Copyright © 1996-2001. Midwifery Task Force, Inc.
Recognizing that pregnancy and birth are normal life processes, midwifery care includes:
e Monitoring the physical, psychological and social well-being of the mother throughout
the childbearing cycle
e Providing the mother with individualized education, counseling and prenatal care,
continuous hands-on assistance during labor and delivery, and postpartum support
e Minimizing technological interventions
e Identifying and referring women who require obstetrical attention
This woman-centered model has been proven to reduce birth injury, trauma and cesarean section.

Florida needs midwives

The Midwifery Practice Act (FS 467) is based on World Health Organization standards and
successful European direct-entry midwifery programs. In countries with fewer infant and
maternal deaths, lower cesarean rates and lower health care costs than the USA, midwives
deliver up to 70% of the babies, with excellent maternal-child health outcomes.

e The United States ranks 22t worldwide in infant survival:

e Florida’s rate of low birth weight babies is twice as high as in Sweden and Finland*
where midwifery services are standard care for women with normal, healthy
pregnancies (8% vs. 4% low birth weight)

e Women under the care of a midwife have significantly fewer costly cesarean births when
comparing similar pregnancy profiles

e Florida’s 22.2% cesarean rate ranks 39t within the U.S., with cesarean birth costing
twice as much as vaginal birthss

! Taylor, Catharine. Giving Birth. New York, New York. Perigee Book; 2002.
2 Social Science & Medicine, 1993.

3 Agency for Health Care Administration, 1996.
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A Historical and International Perspective

e Post World War II, the United States was the only industrialized country that did not
integrate the midwife into the newly evolving health care system.

e Currently the United States ranks 22 in maternal and infant mortality and morbidity.!
Curren%ly the United States spends more per capita on maternity care than any other
nation.

e In Western European countries where infant mortality rates are much lower than the
United States, midwives attend 75% of births. In the United States midwives attend 7%
of births.?

e Countries that have the best statistics on maternal and infant well-being are those that rely
most heavily on midwifery care.*

e The Netherlands has the lowest infant and maternal mortality and morbidity rate. Seventy
percent of all births are attended by midwives and one third of the total number of births
oceur at home.”

e After World War II, the place of birth began to shift from home to hospital due to
increased federal and state funding for hospitals.
~ 1935 - 37% of American women birthed in hospitals
~ 1950 - 88% of American women birthed in hospitals
~ 1960 - 97% of American women birthed in hospitals

e Currently the United States cesarean section rate is 26.1%; the World Health
Organization recommends no more than 12-15% for an industrialized country. A woman
is four times more likely to die from a cesarean section than a normal birth.®

What is a Midwife?

World Health Organization & International Confederation of Midwives

“A midwife is trained to give the necessary care and advice to women during pregnancy, labor
and the postnatal period, conduct normal deliveries on her own responsibility, and to care for
the newly born infant as well as having training in gynecology and child care. At all times a
midwife must be able to recognize the warning signs of abnormal or potentially abnormal
conditions that necessitate referral to a doctor, and to carry out emergency measures in the
absence of medical help. A midwife may practice in hospitals, health units or domiciliary
services. In any of these situations, a midwife has an important task in health education within

the family and community.”

For more information about Florida Licensed Midwives contact:

Bob Cerra, Cerra Consultants, Inc. Layla Swisher, Legislative Chair
206B S. Monroe Street Midwives Association of Florida
Tallahassee, FL. 82301 850-528-1129

850-222-4428 MangroveMidwife@yahoo.com

rcerra@infionline.net

15 Taylor, Catharine. Giving Birth. NY, NY. Perigee Book; 2002. p 13.

6 National Center for Health Statistics, June 2003.



irth Center News

The Birth Center of Gainesville... Delivering
Florida’s Pride and Joy for Over 25 Years

Winter 2004

A New Chapter for the Birth Center of Gainesville...

I t has been an amazing year for mid-
wifery in Gainesville! Here is the
most recent chapter of our story.

In 2003 Mary Ann and Dave Smith
decided to “hang up their catcher’s
mitt” by selling the Birth Center of
Gainesville (BCG). At the same time
Glenn Cameron (Barker), Administra-
tive Director of the Florida School of
Traditional Midwifery, spotted a
beautiful 120-year-old Victorian
mansion for sale on East Univer-
sity Avenue, the historic Howard-
Kelley House. Glenn arranged a
meeting with Dr. Mark and
Mary Barrow, the restorers and
owners of the house. It was at
that meeting that the idea of a
Birth and Family Center was
born. Then the job of fundrais- ,
ing began for Executive Dlrector]ana
Bortino.

The primary funders of the project
challenged Jana to demonstrate the
community’s support of the birth and
family center. After nine months of

Phata by Terry Lawrence

networking, fundraising and just
plain old hard work, 39 donors had
gifted $285,000, and a $505,000 loan
was received from the Florida Com-
munity Loan Fund. These gifts
formed the foundation for the future

work of the birth and family center. Montl’.lly BCG‘
Many have asked “How did you Inf(?rmauOn Session
do it?” The honest reply is that we First Tuesday of

asked. Our supporters
were inspired by the
potential for real change

¢ that a Birth and Family First Meeting of the
Center will bring to the BCG Alumni
Northeast Gainesville Association
communty. - March, 2005
Our goal is to ex-
pand the birth center |
into a family and health 18th Annual
= d - education center pro- International
v1d1ng safe, high-quality, affordable Midwives’ Day
maternity care and support services .
for families in the Gainesville/North Celebration
Florida area for generations to come. May 5, 2005

We ate proud to report that we
are doing just that.

BCG - Florida’s 2004 EPA Project Designee

The Birth Center of Gainesville was
chosen by the Florida Consumer
Action Network Foundation as Flor-
ida's 2004 Designee for the US
Environmental Protection Agency's
Change-A-Light/ Change-The-W orld Pro-
ject.

Philips Lighting donated 180
energy efficient light bulbs, and two
high efficiency gas water heaters were

donated by Rianni. These gifts will

help the BCG save energy and money.
They were presented on November 13

at the BCG’s Community Education
Celebration.

"We are proud to do our part to help

save energy and the environment; we
will use the money we save to expand

services for low-income families," said
Jana Borino, BCG Executive Director.
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At the Birth Center

every month at 6:00PM




Three Generations and Going Strong

Logan Roth was born on August
2nd 2004, at the BCG nearly two
weeks past his due date, to proud
parents Tera Peeples and David
Roth. Logan’s birth was the most
recent of
many
“second
genera-
tion” ba-
bies in the
history of
the Birth
Center --
Logan’s
Aunt
Sonya, David’s little sister, was
also born there in 1982. Even
more special was that both Logan
and his Aunt Sonya were born
into the hands of Birth Center
midwife, Selma (Sam) Faucher.

-
E .&%\

“On our first visit David men-
tioned that his sister Sonya was
born at the Birth Center. Selma
got out the Book of Life and
showed us where her birth had
been recorded on June 26, 1982,”
Tara said.

Tara went on to explain she

was nervous about birth at first.
“I couldn’t envision myself doing

Nutrition Corner

IRON WOMAN TRAIL MIX
Mix the following together:

3 c almonds

1 ¢ pumpkin seeds (no roasting,
no salt)

1 ¢ sesame sticks (no roasting,
no salt, no added flavor)

1 ¢ soy nuts (no roasting, no
salt, no added flavor)

1 ¢ sunflower seeds (no roasting,
no salt, no added flavor)

Page2 www.BirthCenterOfGainesville.org

Grandpa Adam, Selma, Baby Logzm and David

it. But when I met Selma I was
immediately calm. Selma is strong
and soothing, exactly the person I
needed. I felt safe with her.”

Logan s grandpa Alan Roth

. 'was at hand at the
*~> Birth Center to

% welcome his first
1‘ grandchild. “I
think it’s cool
that Tera and
David chose the
Birth Center for
Logan’s birth. My
daughter was
born here 22
years ago. Selma (we called her
Sam in those days) delivered her
and now my grandson Logan.”

Aunt Sonya also awaited
Logan’s arrival at the Birth Cen-
ter. “I was amazed by the whole
experience. Everyone was so
awesome, so caring. I want to
have my babies through the Birth
Center,” she commented.

“We started our care in a
more clinical setting” said dad
David, “and I was always uncom-
fortable there. I left feeling edgy
and in a bad mood. Once we be-
gan our care at the Birth Center I

1 ¢ dried banana chips (no added
sweetener or flavor)

Y2 ¢ dried cranberries (no added
sweetener if possible)

1 %2 c dried figs (no added sweet-
ener)

1 %2 c dried dates (no added
sweetener)

Y2 ¢ dried coconut (no added
sweetener)

ENJOY!

was immediately comfortable. It’s
such a friendly environment. The
midwives even let me find the
baby’s heartbeat at one of the pre-
natal visits.”

“My family was afraid of me
delivering the baby at the Birth
Center at first” said Tera. “But all
of them remarked that Selma
soothed them with regular up-
dates during labor. It was soon
obvious that we were safe and in
good hands. The care at the Birth
Center is unbelievably top notch.”

“Selma is so wonderful,” said
Birth Center dad - and now
grand-dad - Alan. “Such strength,
calm and love. She is the most
perfect person to be birthing ba-
bies. I am so happy that Logan
was born into her hands.”

BCG
CLASSES & SERVICES

The Birth Center provides
family centered classes and
services available to the
entire community at no cost:

¢ Doula Services
¢ Nutrition Classes

General Birth Center
Information Sessions

Weekly Prenatal Exercise
Weekly Baby Group
Weekly Toddler Group
Baby Gear Class

Childbirth Education
(charge for non-Birth
Center clients)

*

® & & o o

Call today for class times!

352-37BIRTH Fall 2004



Welcome! New Arrivals

.

Name
Mailing Address

Phone number: day

Journey, 9 Ibs 10 oz, May 10, to
Cindi

Brance, 6 lbs 80z, May 22, to
Jodi and Troy

Dominique, 6 lbs 1 oz, May 27,
to Sharon and Kenneth
Isabella, 8 Ibs 15 oz, May 29, to
Stacy and Jessie

NoraKate, 8 Ibs 13 oz, May 29,
to Jacquelyn and Rob

Rosa, 8 Ibs 4 0z, May 31, to
Carylee and Jessie

J.J., 7 1bs 3 oz, June 13, to
Tanisha

Chase Ronnie, 6 lbs 15 oz, June
23, to Keisha and Ronnie
Layla, 8 lbs 2 oz, June 23, to
Joy and Josh

Ibrehem, 7 Ibs 11 oz, June 28,
to Hillary

Galen, 8 Ibs 4 oz, June 28, to

Christina and Donnie
Augustus, 7 Ibs 13 oz, July 4, to
Sylvia and Tom

Nathaniel Fare, 9 Ibs 10 oz,
July 5, Amber and Ray
Indigo, 10 Ibs and 6 oz, July 6,
to Erica and Randy

Felipe, 7 1bs 10 oz, July 6, to
Kelly and Ricardo

Inti Restrepo, 8 Ibs 13 oz, July
10, to Ysabel and Sergio
Haileigh Jaid, 6 lbs 3 oz, July
11, to Jackie and Jason

Reese, 6 Ibs, July 11, to Keeley
and Ian

Chatlise, 6 lbs 1 oz, July 15, to
Crystal and Corey

Avi Rama, 6lbs 11 oz, July 19,
to Chelsea and Jacob

Ava, 7 lbs 12 oz, July 19, to
Laura and Aaron

David, 8 Ibs 8 oz, July 23, to
Rebekah and David

Logan Phillip, 7 Ibs 15 oz, Au-
gust 2, to Tera and David
Chandramukhi, 7 lbs 8 oz,
August 7, to Yamuna and
Ragunath

Emily Olivia, 7 Ibs 13 oz,
August 8, to Sarah and Richard
Charley Carl, 8 Ibs 5 oz, August
12, to Karla and Charles
Youssef Adam, 6 lbs 1 oz,
August 18, to Gretchen and
Brahim

Houston, 9 1bs 10 oz, August
28, to Celena and Brett
Cameron, 7 lbs 13 oz, Septem-
ber 5, to Karen and Larry
Mirin Irie, 7 lbs 4 oz, Septem-
ber 14, to Angela and Ryan

Midwives Hold the Future!

The Birth Center of Gainesville is proud to announce it’s new Alumni Association!

The Alumni Association consists of past clients who have benefited from and believe in the

value of midwifery care for healthy pregnant women. Its mission is to foster support for

midwifery and family wellness issues in Northeast Florida by assisting in activities and events

that will promote and sustain the Birth Center and its mission.

To contribute to the Association or be placed on our mailing list, fill out the form below and

return it to the Birth Center at 810 East University Avenue, Gainesville, Florida, 32601

e-mail address

O I can help with events

O Please place me on your mailing list
Q  Please accept my tax deductible

contribution of §
Make checks payable to FSTM.

evening

A major funder is matching gifts up to
$10,000 between now and the end of
the year. Your gift will go twice as far!

Mail to BCOG, 810 E. University Ave, Gainesville, FL. 32601

Birth Center News - A publication of the Birth Center of Gainesville Alumni Association - Susan Hawk Nelson, Editor
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History of Howard-Kelley House

The Howard-Kelley Lodge was built in 1882 on
the corner Alachua Avenue (now University Ave-
nue) and Palmetto Avenue (now NE 8th Street) by
Andrew Howard, president of Alachua Steam Navi-
gation and Canal Company.

In 1925 the house was bought and refurbished
by St. Petersburg real estate developer McKee Kel-
ley. Mr. Kelley later built the Dixie Hotel, now
known as the Seagle Building.

In the 1980s the house was purchased by Dr.
Mark V. and Mary B. .
Barrow. It was fully re-
stored under Mary’s ex-
pert supervision and
watchful eye. It received -
the Florida Trust for
Historic Preservation :
Adaptive Use Award for ~ '
the state of Florida in Circa 1918
1987.

YBirth Center of
GAINESVILLE

810 East University Avenue
Gainesville, FL 32601
www.BirthCenterOfGainesville.org
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The History of the Birth Center

g LOCated in the his-
Sl oric Howard-Kelley
L House, the Birth

W ¥ Center of Gainesville
i is the oldest birth
center on the east
coast of the United
States, and is proud
to have been
“Delivering Florida’s Pride and Joy for over 25
years.”

Midwifery and the Howard-Kelley House both
have a long and rich legacy in our community, a
legacy worth preserving and expanding. Over the
last 25 years, more than 1850 babies have been de-
livered through the Birth Center of Gainesville.

The purchase of the Howard-Kelley House for
use as a birth and community center has been
made possible through a generous loan from the
Florida Community Loan Fund.

Photo by Stewart Thom,
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Comments on the Florida Medicaid Modernization Proposal

March 14, 2005

By David Wood, MD, MPH

Pediatrician

University of Florida, Associate Professor of Pediatrics
Member, Florida Pediatric Society

515 W. 6" St.

Jacksonville, FL 32206

David_Wood@doh.state.fl.us

Phone: 904-357-5800

I am here to speak on behalf of primary care physicians, pediatricians, family physicians,
that see children and adults with special health care needs under Medicaid. Florida
Medicaid is often the only resource for children, whose families are among the poorest in
Florida, and for disabled populations. For years, Florida Medicaid has failed to provide
appropriate access to needed primary health care and case management. This failure is in
the form of administrative obstacles and low provider reimbursement, neither of which
has substantially improved for over 10 years. My main point is to invest in primary care
and case management services under whatever structure is developed for Medicaid in the
coming years. One dollar invested in high quality primary care and case management of
children and adults with special health care needs will pay off in multiple dollars of
savings from hospitalizations and medication costs. Children and adults with special
health care needs require high quality, continuous, comprehensive primary care and case
management to manage their health issues and prevent deterioration in function.

Primary care is under funded. Florida Medicaid pays physicians only about 60% of what
Medicare pays, which is markedly less that what it costs to provide the care. By not
funding their time adequately, physicians, who need to stay in business, can not spend the
time needed with individuals and their families and case managers to make sure the care
they need is provided. Health care case management is a very important compliment to
primary care. Case management services are available for only selected populations,
such as children enrolled in Children’s Medical Services or children with severe
emotional disturbance. Adults have almost no access to health care case management.
For example, adults with developmental disabilities under the Medicaid Home and
Community-Based Waiver receive case management for help with employment,
independent living and other issues, but nothing for medical case management. The
Medicaid waiver is spending over $20,000 per person for support services—desperately
needed and greatly appreciated—but nothing for medical case management support.

Over half of this population has serious medical and mental health issues, but they are left
to navigate the health care system on their own. As a result, they and other special
populations depend on under-funded primary care doctors to provide case management as
well as general medial care. Case management takes a lot of time. It doesn’t happen. As

S7



a result, the neediest individuals fall through the cracks; they get on multiple, conflicting
medications; they get sick and have to be hospitalized or they simply live with
suboptimal health and function. Physicians make up 4% of the Medicaid dollar, but the
lack of adequate primary care and case management results in the wasting of many times
this amount, while having a seriously detrimental impact on the health of children and
adults. Please fund primary care adequately—at least at the Medicare rate, which other
states have done. And fund more case management for populations with special health
care needs. Not only will you save money, the health of the population of Florida’s
neediest citizens will be better off for it.

Thank you.
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Senate Select Committee on Medicaid Reform
House Select Committee on Medicaid Modernization
Public Hearing Comment Form

The Florida Legislature O

Florida’s Medicaid program provides health care services for low-income, elderly, and disabled persons.
The program currently covers over 2 million Floridians. The concern is that the state expenditures for the
Medicaid program are growing faster than the state’s revenue growth. In 2004-05, Medicaid expenditures
are approximately $14.4 billion (24% of the entire state budget) and are projected to more than double to
$36 billion by 2015. As the program continues to grow rapidly, it leaves fewer dollars available for other

public needs like education and transportation.

The purpose of this public hearing is to gather information from Medicaid recipients, health care
providers, and other interested parties who may be affected by changes to Florida’s Medicaid program.
We need your ideas on how to reduce the rapid growth in Medicaid expenditures while continuing to
provide needed services to Florida’s low-income, elderly, and disabled. The Committees will also accept
any comments you may have on the Governor’s proposal to reform Medicaid.

Please use this form if you would like to provide information to the Committees, but do not want to speak
during the public hearings. All forms will be made available to the Committee members for their review. If

you wish to mail this form or email your comments, please send to:

Senate Committee on Health Care
530 Knott Building
404 South Monroe Street
Tallahassee, FL 32399-1100
e-mail: Medicaid.Reform@fisenate.gov

Name: K a/r:( N C a+('%bclb | ‘ . / -
Association: Q {,L < F /(/’NC( a //L,SQ,L{«A[ILZ /f;r ‘{(&/M, J &7 J ACe e plan

Address: '7 Sdii@f k/ UCf
Oomond =weh , FC 32176

(Ploass uso the front and back oftis shest o provide your information.)
/§§7/"’ wéo/o/ ///Cé‘*/b /Ibui%éﬁ%eé, ﬁ/mm%e
all [écqzj/aj/ﬁfﬁ Gov- Bush gnld As
Y"L‘ﬁt Yo /V)a:F wr,% Lo leeS o

b his e le [locts us ol
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The Florida Legislature
Senate Select Committee on Medicaid Reform
House Select Committee on Medicaid Modernization
Public Hearing Comment Form ~

Florida’s Medicaid. program provides health care services for low-income, elderly, and disabled persons.
The program currently covers over 2 million Floridians. The concem is that the state expenditures for the
Medicaid program are growing faster than the state’s revenue growth. In 2004-05, Medicaid expenditures
are approximately $14.4 billion (24% of the entire state budget) and are projected to more than double to
$36 billion by 2015. As the program continues to grow rapidly, it leaves fewer dollars available for other

public needs like education and transportation.

The purpose of this public hearing is to gather information from Medicaid recipients, health care
providers, and other interested parties who may be affected by changes to Florida’s Medicaid program.
We need your ideas on how to reduce the rapid growth in Medicaid expenditures while continuing to
provide needed services to Florida’s low-income, elderly, and disabled. The Committees will also accept

any comments you may have on the Governor’s proposal to reform Medicaid.

Please use this form if you would like to provide information to the Committees, but do not want to speak
during the public hearings. All forms will be made available to the Committee members for their review. If

you wish to mail this form or email your comments, please send to:

Senate Committee on Health Care
530 Knott Building
404 South Monroe Street
Tallahassee, FL 32399-1100
e-mail: Medicaid.Reform@fisenate.gov

Name: Kfu\lﬂ C &?‘V’L&"l)

Association: QQ‘ -L i H ‘DG‘( Cid/ ﬂ xl-«.)(?e,(%r—* F CLﬂ/L:? | H/I/\/jz\. %i%
Address: iu Mgd/g \)é/

C)c_" Mo Reaeh  FL 32176

(Please use the front and back of this sheet to provide your information.)
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JEB BUSH, GOVERNOR ALAN LEVINE, SECRETARY

October 25, 2004

Dear Medicaid Provider:

As you work with children through the Medicaid program, I know you want to do 2all you can to
meet the needs of children with medically complex conditions or who need medical care over a
iong-term period.

If you are relying only on private duty nursing services for these patients, I hope you will
consider Prescribed Pediatric Extended Care Services, also known as PPEC services.

Florida has more than 20 PPECs specifically designed to provide high-levei medical care in a
non-residential pediatric center. They are staffed by registered nurses and other health
professionals who are trained to work with three or more children requiring specialized medical
care. The PPECs offer services that meet the child’s physiological, developmental, physical,
nuiritional and social needs. Children can stay ai a PPEC from as litiie as cne hour to as many as
12 hours a day.

Medicaid continucs to provide private duty nursing services when needed. However, PPECs are
more cost effective, iess restrictive, and they reduce the isolation that homebound children can
experience. In additicn, PPECs provide a central location for other needed services such as
therapies or parent training.

T appreciate the work you do for Florida’s children, and I hope you will make PPEC services an
integral part of your care planning.

Sincerely,

@(/ C{_) > w
Thomas W. Amold

Deputy Secretary for Medicaid

2727 Mahan Drive + Mail Siop #20 Visit AHCA online at
Tallahassee, FL 32308 www.tdhc.state. fl.us
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Alliance of Florida PPECs

Caring for Florida’s medically fragile children

MARCH 14, 2005

PRESCRIBED PEDIATRIC EXTENDED CARE

Brightstart Pediatrics
Orlando

Caring for Kids/
Caring Hearts
Pediatric Care Center
Naples/Pensacola

Children’s Care
Campus/Children First
Orlando

Children’s Hospital
Extended Care Center
Fort Myers

Children’s Rehab
Network
Miami (2 locations)

Fletcher’s Tender Care
Jacksonville

Jackson Infant/Toddler
Center
Miami

Kids Medical Club/PSA
Melbourne,
Jacksonville, West
Palm Beach, Orlando

Tender Care Centers
Fort Lauderdale

Referral

sources.:

e Children’s
Medical Services

~e  Physicians
Hospitals
Home health
agencies

. Nursing
agencies

s  Schools

e  Social workers

PPECs serve medically fragile kids

A PPEC, or Prescribed Pediatric Extended Care, is a licensed, non-residential
center for children with medically complex conditions. Care is provided by a team
of skilled professionals up to 12 hours a day. PPECs are an excellent alternative
to more costly residential and home
health care.

PPECs provide interaction with other
children while giving parents the
opportunity to return to work or
school.

We care for children with:

Diabetes
Cardiac/kidney disease
Burn care

1V therapy
Tracheotomy care
Colostomy care
Post-transplant care
HIV

Other conditions

Important facts about Florida PPECs

The majority of the children we serve are under the age 3. They are healthy
enough to be discharged from the hospital but still need constant medical
supervision. Day care centers cannot care for them.

® © ¢ ¢ o o o o o

There are at least 66,000 medically fragile children in Florida, and many could
qualify for PPEC services, according to a 2003 legislative report.

PPECs annually serve about 800 children, according to
the legislative report.

Our services are TEN times less expensive than home
health care.

Services to eligible families are currently covered by
Medicaid, but we don’t know what will happen under
Gov. Jeb Bush’s reforms.

Unlike other pediatric providers who received a
Medicaid rate increase last year, PPECs have not seen one in 18 years.
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MEDICAID SPENDING ESTIMATES

The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.

FLORIDA COUNCIL
2/16/05
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

«  Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and

demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

+  More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that

various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.

FLORIDA COUNCIL
2/16/05
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95

billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

<+ In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

«  Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for
almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

+  Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

« A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

«  More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.

FLORIDA COUNCIL
2/16/05
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

«  Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

«  Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

+  Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

<  More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.

FLORIDA COUNCIL
2/16/05
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

<  Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that

various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.

FLORIDA COUNCIL
2/16/05
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

< In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

«  Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

«  More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

«  Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.

FLORIDA COUNCIL
2/16/05
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42™ among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

+  Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

«  More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42™ among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

«  Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.

FLORIDA COUNCIL
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for
almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

@ Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.

FLORIDA COUNCIL
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+«  The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for
almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

«  More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that

various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for
almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

+  Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

«  Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that

various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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«  The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

+ A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that

various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

+  Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

+  More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

«  Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

«  In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

+  Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that

various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

+  More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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«  The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

«  Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

+ A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

R Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

«  Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

«  Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

«  More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

Even if additional controls on state Medicaid spending are necessary, it is essential that

various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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The relevant comparison in assessing the growth in Medicaid expenditures is Medicaid as a percentage of
the state’s general revenue (GR) budget not the total state budget. Federal and local funds represent
much of Medicaid spending. For example, estimated total Medicaid spending for FY 2004-05 is $14.95
billion, but the GR share is estimated at $4.12 billion, 27.6% of the total. Almost all of hospital inpatient
expenditures are financed by federal and local funds.

In FY 2003-04, Medicaid represented 14.6% of the state’s GR spending, compared to 22.7% of total
state spending. In fact, Medicaid as a percentage of state GR spending was 14.1% in FY 1994-95, only
a small change compared to Medicaid GR spending a decade later (only a 3.5% increase in 10 years).

Florida Medicaid has a favorable federal matching rate — nearly $.60 of every dollar of Medicaid funds
comes from the federal government. These federal funds provide a substantial investment in care for
lower income individuals, reduce uninsurance rates, and support the state’s safety net providers.

Every $1 in state Medicaid spending in Florida generates an additional $3 in new business activity — a
threefold return in state economic benefit; it is estimated that Florida Medicaid spending accounts for

almost 175,000 jobs and $6.5 billion in wages.

+  Despite the growth in Medicaid spending, Florida has a very conservative program, ranking 42" among
the states in per capita spending. Increases in recent years can be traced to population growth and
demographics (nursing home spending increases).

Health care spending for low income individuals occurs whether it is financed by Medicaid or not.
Reductions in Medicaid coverages to reduce state spending will result in the loss of federal funds and
simply lead to increases in uncompensated care (e.g., hospitals) and a shift in costs to employers,
insurers, other payers, other programs, local government and providers.

A considerable portion of Medicaid spending still results from fraud and abuse. A picture of Medicaid
spending would be much different if wasteful spending were eliminated.

«  Medicaid cannot be reformed in a vacuum. Reductions in Medicaid coverages could lead to increased
costs in other programs. Restrictions in access to psychotropic medications, for example, could lead to
poorer patient outcomes; increased public safety, juvenile detention and correction costs; greater
homelessness; and additional school failures.

«  More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.

o Even if additional controls on state Medicaid spending are necessary, it is essential that
various elements of the program be viewed separately. Medicaid mental health spending
has remained relatively constant over the year and is already being converted entirely to
managed care at a substantial discount and at a faster pace than other Medicaid benefits.
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More than 50% of Medicaid spending is for 5% of the Medicaid population. Effective targeted
approaches in treating the chronically ill, disabled population could have a substantial effect on new
Medicaid spending without reforming the entire program.
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Testimony from the Commission for the Transportation Disadvantaged
Lisa Bacot, Executive Director
605 Suwannee Street, MS 49
Tallahassee, FL 32399-0450
(850) 410-5711 or lisa.bacot@dot.state.fl.us

Good afternoon, my name is Lisa Bacot, I’'m the Executive Director of the Commission for

the Transportation Disadvantaged. Thank you for the opportunity to speak to you today.

The coordinated transportation system in Florida is the recognized leader in the nation. The
Commission has been awarded the National Award for State Leadership from the Federal
Transit Administration in 2004 for our statewide efforts to provide more and better
transportation services, while reducing costs. Also, in 2004, the Commission received a

National Award for Excellence from the Community Transportation Association of America.

The Agency for Health Care Administration, or ACHA, conducted an independent study in
2003 to assess if the coordinated transportation program was indeed saving money to the
State of Florida. The results that revealed that the TD Program had indeed saved the State up
to $41 million in FY 2002. As you can see from the chart provided, the Medicaid agency
was spending $105 million in FY 1995 on non-emergency transportation program, the

current allocation for FY 2005 is $72 million. This is a 28% reduction in the last decade.

Quite an accomplishment.

In an effort to continue cost savings for the State, the Commission and AHCA created a new

program and signed a contract between the two agencies in June of 2004. Under this new
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program, the Commission is paid a fixed fee, per month, similar to the capitated method
proposed under the Governor’s Medicaid Reform Plan. The Commission in turn contracts
with the same entities required by law to provide or arrange transportation services to
transportation disadvantaged citizens. I'm excited to report that the current program is up

and running, working well, and is 100% compliant with Chapter 427, Florida Statutes.

It is my understanding that the currently proposed Medicaid Reform will allow Managed
Care Organizations the choice of whether or not they would like to provide Medicaid Non-
Emergency Transportation (NET) services to eligible beneficiaries. If this is allowed to
happen, this could be a detour from coordinated efforts already being utilized and proven to
be cost-effective. The cost-savings realized by coordinating transportation services, in other
words, multi-lecading clients from differing agencies, such as Mcdicaid, Transportation

Disadvantaged, Elder Affairs or Development Services, may be lost.

Another area of concern, is accessibility of services for consumers. If Managed Care
Organizations choose to provide NET services, the clients will have to call one number for
Medicaid transportation and yet another phone number for Transportation Disadvantaged
Trust Fund service or other types of transportation services that are currently coordinated.

It’s our concern that this would confuse consumers and create a disruption in services.
The Commission and ACHA have already begun reform efforts that are based on a

fixed fee per month basis. Stability and cost savings have been achieved in this

program. The Medicaid Non-Emergency Transportation (NET) Program administered
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by the Florida Commission for the Transportation Disadvantaged (Commission) should

remain exempt from the Medicaid Reform efforts.

I applaud the Governor, AHCA and the legislature for taking a bold step in attempting
to control costs in the Medicaid program, I’m proud that Non-Emergency

Transportation has already taken a step forward to tackle this challenge.

Please keep the current contract in place between AHCA and the Commission and keep
the Non-Emergency Transportation Program separate from the proposed Medicaid

Reform efforts.

Thank you for the opportunity to speak today.
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Phone: (904) 772-1220 Fax: (904) 772-6334

All Saints Catholic Nursing Home & Rehabilitation Center
Medicaid Reform Hearing

Jacksonville, FL

March 14, 2005

Facility Bio

All Saints Catholic Nursing Home & Rehabilitation Center opened over 50 years ago in
Jacksonville, F1 as a way to meet the needs of the elderly who cannot otherwise care for
themselves. It is a non-profit facility that has expanded from 6 residents to 120 residents,
and has increased the services delivered to include physical, occupational, speech therapy

as well as a secured Alzheimer’s Unit.

Since 1955, All Saints has been known for quality care. Just last year, All Saints was
recognized by:
v¢ Florida Health Care Association for having the Nurse Administrator of the
Year
v« The Florida QIO for Medicare for Best Practices regarding Pressure Ulcers
*¢ American Health Care Association for a Step I Quality Award
¢ Deficiency-Free survey October, 2004

Current Crisis
All Saints has always strived to provide care for those who cannot afford it, and even

provides charity care for individuals when possible. However, in the past couple of years
All Saints has been struggling to break even financially without compromising quality.
Here are some brief bullet points on concerns for the facility:

v All Saints has approximately 63% Medicaid residents; 20% of which have
diverted assets in order to qualify for Medicaid.

v" In 2004, All Saints received more than $2.2 million to care for Medicaid
residents; with more than $445,000 covering the residents with diverted assets
(cost to the state of Florida).

¥" 2003 audited figures show Medicaid per patient day revenue of $124.33

" 2003 audited figures show expenses per patient day of $133.76 (a loss of more

than $245,000 for the year).
v Staffing increases from 2.3 to 2.6 direct care CNA staffing

“Vhere O ,ia[liy Carls A Tradition”

Al Saints Catholic Nursing Home and Rehabilitation Center
5888 Blanding Boulevard, Jacksonville, Florida 32244

n
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v" July, 2004 indirect component recurring cut of $2.58 per patient day, resulting
in a loss of approximately $40,000.

v" All Saints increased private pay rates by 4% in 2004, and 10 months later an
additional 5%.

v All Saints had to lay off staff and consolidate positions, as well as give
employees lower pay increases than desired. :

Medicaid Reform
The Board and staff of All Saints recognize the need for changes within the Medicaid

system. However, we firmly believe that before making any radical changes, the system
should be examined for cost-effective spending and appropriate revenue management.

Example 1: The diversion of assets was originally developed to ensure that the spouse of
a loved one would have enough funds to care for themselves while their spouse was in a
nursing home. However, we have had at least one Medicaid resident whose wife had
diverted more than 6 properties, several mutual funds, and a significant amount of cash.
How can this be fair when the resident does not have to pay their own way, but the
taxpayers foot the bill? As noted above, diverted assets cost Medicaid approximately
$445,000 in 2004. We believe that a certain percentage of that could have been saved by
the state of Florida if the laws allowing the diversion of assets had been restructured to
ensure that those who can afford to pay for their care.

Example 2: Are all facilities meeting their CON requirements (or all other requirements
for participation in the Medicaid program)? If not, are they fined appropriately?

Example 3: Could pharmaceutical spending (one of the greatest cost increases annually
for Medicaid) be limited by limiting advertising by pharmaceutical companies? Is it
ethical for the pharmaceutical companies to advertise when the physicians are the ones
who should be deciding what medications are appropriate rather than the consumer?

Conclusion
All of us at All Saints Catholic Nursing Home are grateful that the Medicaid program is

being reviewed for alternatives. However, we urge cauticn and conservatism for those
involved in the overhaul of the system. Maybe if we look to tighter management of the
current system, we could find enough untapped funds to help with the anticipated
shortfall, and allow you to have more time in developing a newer, more cost effective
system that will meet the needs of the public. We appreciate the opportunity to share our
story, and will help you in any way we can. Often those developing the systems will not
ever be recipients of the program, and they should take time to hear the concerns as you

have been. Thank you for your time!

Contact Person: Connie O’Donnell, Administrator
(904) 772-1220, ext. 222
codonnell@allsaintsnursing.org
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The Florida Legislature
Senate Select Committee on Medicaid Reform
House Select Committee on Medicaid Modernization
Public Hearing Comment Form

Florida's Medicaid program provides health care services for low-income, elderly, and disabled persons.
The program currently covers over 2 million Floridians. The concern is that the state expenditures for the
Medicaid program are growing faster than the state’s revenue growth. In 2004-05, Medicaid expenditures
are approximately $14.4 billion (24% of the entire state budget) and are projected to more than double to
$36 billion by 2015. As the program continues to grow rapidly, it leaves fewer dollars available for other

public needs like education and transportation.

The purpose of this public hearing is to gather information from Medicaid recipients, health care
providers, and other interested parties who may be affected by changes to Florida’s Medicaid program.
We need your ideas on how to reduce the rapid growth in Medicaid expenditures while continuing to
provide needed services to Florida’s low-income, elderly, and disabled. The Committees will also accept

any comments you may have on the Governor’s proposal to reform Medicaid.

Please use this form if you would like to provide information to the Committees, but do not want to speak
during the public hearings. All forms will be made available to the Committee members for their review. If

you wish to mail this form or email your comments, please send to:

Senate Committee on Health Care
530 Knott Building
404 South Monroe Street
Tallahassee, FL 32399-1100
e-mail: Medicaid.Reform@fisenate.gov

Name: Mar o X fic MOga Fosqs

Association: Student.
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Address:

(Please use the front and back of this sheet to provide your information.)
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The Florida Legislature
Senate Select Committee on Medicaid Reform
House Select Committee on Medicaid Modernization
Public Hearing Comment Form

Florida’s Medicaid program provides health care services for low-income, elderly, and disabled persons.
The program currently covers over 2 million Floridians. The concern is that the state expenditures for the
Medicaid program are growing faster than the state’s revenue growth. In 2004-05, Medicaid expenditures
are approximately $14.4 billion (24% of the entire state budget) and are projected to more than double to
$36 billion by 2015. As the program continues to grow rapidly, it leaves fewer dollars available for other

public needs like education and transportation.

The purpose of this public hearing is to gather information from Medicaid recipients, health care
providers, and other interested parties who may be affected by changes to Florida’s Medicaid program.
We need your ideas on how to reduce the rapid growth in Medicaid expenditures while continuing to
provide needed services to Florida’s low-income, elderly, and disabled. The Committees will also accept
any comments you may have on the Governor’s proposal to reform Medicaid.

Please use this form if you would like to provide information to the Committees, but do not want to speak
during the public hearings. All forms will be made available to the Committee members for their review. If

you wish to mail this form or email your comments, please send to:

Senate Committee on Health Care
530 Knott Building
404 South Monroe Street
Tallahassee, FL 32399-1100
e-mail: Medicaid.Reform@flsenate.gov
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Transforming Medicaid

Jeff Goldhagen, M.D., MPH
Director, Duval County Health Department
Associate Professor of Pediatrics
University of Florida

“For every complex problem there is a simple solution,
and it’s wrong.”

H.L. Mencken

Medicaid is complex and far beyond the capacity of any but those who study it as a
profession to fully comprehend. Even those among us immersed in it every day are
frequently amazed by the complexity of its architecture. Like the study of matter or
religion, the challenge is to be able to reduce it to its most fundamental elements in order
to better understand how it works. The following is an attempt to do this. A summary of
concrete recommendations is provided first, followed by a more in-depth description of
the recommendations. Finally, a brief rationale for some of the suggestions is provided.
They do not represent the position of the Department of Health, but rather reflect 30 years
of domestic and international experience in the health profession, and more than a decade
of work in public health in Jacksonville.

Summary Recommendations

Support the Governor’s commitment to transform Medicaid.

2. Move beyond “privatization” and the “marketplace” as the organizing
principle for this transformaiion.

3. Reinvent AHCA to become the Agency for Innovation in Health Systems
Development. Move the Agency’s primary function from regulation to
systems planning and expand its relevant professional expertise and
resources. Charge this new Agency with using and/or developing emerging
and new technologies to improve the efficiency and effectiveness of care.
Medicaid should not only be about delivering health services, but also health
outcomes.

4. Integrate this Agency with the Department of Health and the mental health
components of DCF.

5. Develop the new Medicaid Model as a “Health Utility”—using the public-

private sector principles that define the framework and governance of

Utilities. (It works for other essential services, e.g., electricity, water,

transportation, etc., what is different about health?)

ok
.
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6. Model the successes of other State programs that transfer state and federal
resources to the community for them to develop their own innovative systems
(e.g., Healthy Start, School Readiness, Public Schools, etc.).

7. Use the Kaiser Permanente and other national and international models that
have an evidence-base to develop county-specific or region-specific health
systems. Use the new Agency’s expanded expertise to support counties in
this endeavor.

8. Integrate the current County Health Department infrastructure and other
county-specific health system assets into the system of care. Maintain cost
based reimbursement for Health Departments and Community Health
Centers that rely on these resources to sustain their viability.

9. Build a Pharmacy System using formularies, competitive drug pricing, and
the 330 and 340 state and federal drug purchasing programs. Apply new
technologies to make the system more cost-effective.

10. Do not “balance” the Medicaid budget by limiting health services to women,
children and other populations of vulnerable citizens. Instead, expand these
prevention services.

11. Conceptualize Medicaid as a revenue maximization program and look at
ways to expand it to leverage increased federal dollars. In particular, do not
sacrifice the disproportionate share and upper payment limit components of
Medicaid. Recognize the positive economic impact Medicaid expenditures
have on communities, expenditures that are covered primarily by the federal
government.

12. Expand and take advantage of other related programs, in particular the
State Child Health Improvement Program (SCHIP), to provide maximal
access to services covered by programs other than Medicaid.

13. Move beyond cost to focus on quality and outcome improvement as the
measures for success. Recognize that Medicaid serves the most complex,
highest risk, and most vulnerable of our citizens. Simple solutions, like
“privatizing” and “market competition,” are as Mencken suggested, simple
solutions that will inevitably be wrong.

Recommendations

1. Support the Governor’s commitment fto transform Medicaid. Support the
Governor’s commitment to restructure Medicaid, but modify the primary motivation and
context from saving costs to using this resource to facilitate establishing a “system of
care” for those who require public support to access health services in Florida. This
would include those insured by Medicaid, as well as the uninsured. Successes in
developing and improving this system and the health infrastructure will benefit all
citizens of the state, not just those receiving direct support from Medicaid.

2. Move beyond “privatization” and the “marketplace” as the organizing principle
for this transformation. Privatization and the marketplace are economic strategies and
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political constructs that do not relate well to the practice of medicine. The Health Sector
does not act like a traditional market, and privatization and competition preclude the
capacity of public-private sector collaboration to create efficient and effective systems of

care.

3. Reinvent AHCA to become the Agency for Innovation in Health Systems
Development. Reinvent AHCA to move it from an “Administration” Agency focused
primarily on regulation, to become the Agency for Innovation in Health Systems
Development. This change is much more than just semantics, it is a fundamental
reorientation that will transform Florida’s capacity to meet the future challenges we face.
The US has the best doctors and hospitals in the developed world, but the worst health
care system. This new Agency would help to correct this imbalance for Florida.

4. Integrate this Agency with the Department of Health and the mental health
components of DCF. Link or integrate this new Agency with the Department of Health.
The state is spending hundreds of millions of dollars in population and personal health
through the Department of Health. It makes sense to integrate the resources of these
Executive Branch agencies to establish and sustain a holistic system of care.
Consideration should also be given to moving the responsibility for mental health from a
social services agency (Department of Children and Families) into a Health Agency. The
current structure reflects a 19" century “Cartesian” approach to mental health and not a
contemporary understanding of the immutable link between physical and mental health.
How can you expect the Health System to work if you dismember the body?

5. Develop the new Medicaid Model as a “Health Utility”—using the public-
private sector principles that define the framework and governance of Ultilities.
Develop a “system of care” that moves beyond “privatization” as the organizing
principle, by using Medicaid resources to establish “Health Utilities,” modeled after
benchmark programs like Kaiser Permanente and the Jacksonville Electric Authority.
Bidding out health care will perpetuate the current delivery of disjointed health services
and negate the opportunity to develop an integrated, holistic, efficient and effective health
care system. Developing the system as a Health Utility will facilitate its utilization and
development of new and emerging technologies, a critical function of all utilities.

6. Model the successes of other State programs that transfer state and federal
resources to the community for them to develop their systems of care (e.g., Healthy
Start, School Readiness, Public Schools, etc.). Allow counties to play a much greater
role in the development of their local health systems. Each county is different and each is
currently investing large sums of their own money and other resources in the delivery of
health services and public health. Allow counties to integrate their safety-net systems
with those of the state. Florida has taken a lead in doing this with other systems, in
particular and most recently, Early Childhood Education. Use these successes as
examples of what could be accomplished with the delivery of health services. Engaging
the private and public sectors at the local level in this endeavor will help ensure they
become and remain fully invested in the development and sustainability of this system of

care.
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7. Use the Kaiser Permanente and other national and international models that
have an evidence-base to develop county-specific or region-specific health systems.
Charge the new Agency with developing the expertise to support counties in this
endeavor. There are recognized models of health systems that have proven successful
from both a cost and a quality perspective. As a reinvented Agency charged with
developing innovative health care delivery systems, it makes sense that examples and
analyses of national and international benchmark models be provided to communities,
and expertise be developed by this new Agency (health economists, social scientists,
health educators, epidemiologists, physicians, social marketing, etc.) to provide technical
assistance to help communities succeed in these new endeavors.

8. Integrate the current County Health Department infrastructure and other
county-specific health system assets into the system of care. Leverage all the assets and
resources of communities, including County Health Departments and Community Health
Centers (FQHCs), to build this system. Maintain their reimbursement structure that
leverages federal resources to ensure their viability and sustainability. Move beyond the
individual clinical “health care” model to take a population-based perspective that
includes prevention and responding to health disparities as supporting pillars of the

initiatives.

9. Build a Pharmacy System using formularies, competitive drug pricing, and the
330 and 340 state and federal drug purchasing programs. Pharmacy costs are among
the fastest growing and most expensive components of Medicaid. Yet surprisingly, most
Medicaid recipients purchase their drugs at retail cost to the state! This is despite the
ability of the state to purchase drugs at significantly reduced costs. The County Health
Departments, for instance, purchase drugs at discounted costs, as do Community Health
Centers and the Veterans Administration. Significant cost savings could be obtained by
simply purchasing drugs at costs that are negotiated using the “buying-power” of the
state, and applying new technologies to their prescribing, procurement and distribution.

10. Do not “balance” the Medicaid budget by limiting health services to women,
children and other populations of vulnerable citizens. Instead, expand these
prevention services. Nearly 50% of all births in Florida are paid by Medicaid and more
than 50% of all those receiving benefits are women and children, yet they account for less
than 20% of the costs. These are preventive services that will save the State many fold

more than they cost.

11. Conceptualize Medicaid as a revenue maximization program and look at ways
to expand it to leverage increased federal dollars. The Federal government pays 60 to
70 cents for every 30 to 40 cents the State pays for the costs of Medicaid. Given the
historical demographics of the state, the rapidly approaching “future” of the baby-
boomers, and the contribution of federal dollars to cover the costs of care to our most
vulnerable citizens, although it may seem heretical, perhaps we should be seeking ways
to expand Medicaid, not contract it. This is particularly true with respect to DSH and
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UPL that leverage Federal dollars to support the hospitals that serve our most vulnerable
communities and educate our future health professionals.

12. Expand and take advantage of programs, in particular the State Child Health
Improvement Program (SCHIP), to provide maximal access to services covered by
programs other than Medicaid. Virtually none of our health care programs are
integrated. If 100,000 children are dropped from the roles of SCHIP because of state
policy decisions, as has occurred over the past year, this will have an impact on Medicaid
(one of the most common reasons for bankruptcy is medical costs). Whenever possible,
programs that directly or indirectly impact Medicaid (SCHIP, Medicare, SSI, Mental
Health, etc) should be strengthened and expanded, and strategies developed to integrate
them into a holistic system of care that includes Medicaid.

13. Move beyond cost to focus on quality and outcome improvement as the
measures for success. Recognize that Medicaid serves the most complex, highest risk,
and most vulnerable of our citizens. Medicaid serves low income, people with multiple
co-morbid conditions, the elderly, the mentally ill, etc.—put simply, our most vulnerable
and marginalized citizens. Conceptualizing and solving the Medicaid “problem” as an
economic cost issue is inconsistent with its realities, and solutions built on this model will
fail. Profits cannot be generated like in other private sector businesses and this
marketplace doesn’t function like traditional markets. Solutions, like “privatizing” and
“market competition,” are as Mencken suggested, simple solutions that will inevitably

be wrong.

Rationale

System of Care. A system of care for people insured by Medicaid does not exist in
Florida. We have a disjointed market driven entity (not a system) that is built on a profit
motive with little to no accountability for population-based health outcomes. Our electric
companies, water companies, transportation systems, etc., do not run this way—we
should consider applying our experience with these public resources to our publicly-
financed health “system.”

Health Utilities. Consider our Electric Utilities, Water Companies, Port Authorities, and
the way we have developed other public sector entities that require a large capitalization,
an economy of scale and public accountability—based on cost and a return on
investment. They work—so shouldn’t our publicly-financed health systems be developed
and managed like a utility—a semi-public, public-private sector partnership that is
managed by professionals and governed by a reputable and competent Board to deliver a
quality service at a competitive price point, with “profits” reinvested in the system.

Kaiser Permanente. 1t works. Think of it as a health utility. Could we think in terms of
implementing Kaiser Permanente health utility look-alikes in regions throughout the

state?
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Market Drive Competition. 1t works for janitorial services, but do we really want to
develop our health care system by awarding contracts to the lowest bidders who use their
profits to reward investors, as opposed to fully investing them in expanding the breadth,
depth and quality of services. Health care does not conform to the rules of traditional
markets. If it did, we wouldn’t have the worst disparities and among the worst life
expectancies of any developed country in the world, and spend vast amounts more than
any country for these poor outcomes! If it worked, we would have happy and satisfied
consumers, providers, hospitals and other stakeholders.

Managed Care. It works well as a health delivery strategy, but managed care as a
delivery strategy should not be considered as synonymous with the business strategy of
managed care. Managed care is an effective approach to improve health outcomes. The
business of managed care is based on generating profits, not population-based outcomes.

Managed Care Companies. In Jacksonville, we’ve had more than 10 Medicaid Managed
Care companies over the last 10 years that have come and gone, impacted the
community’s attempts to develop a system of care, confused patients, and have not been
held accountable nor contributed to our community’s overall health outcomes.

Evidence-Based. For those in the private sector, the standard is to apply due diligence
and analysis to any business operation. A system of care must be held to the same
standards--to be evidence-based and data driven.

AHCA. Despite its best intents and knowledgeable people, it hasn’t worked to its fullest
potential. This is primarily because its main functions are regulatory and to distribute
public sector resources. This Medicaid reform effort of the Governor is a great
opportunity to redefine the role of AHCA to move beyond “Administration” to health
systems planning, development, and implementation.

Leverage. In the process of developing this holistic system of care, Florida’s public
health system, that is arguably the best in the country, should be considered as an asset
and platform to support these endeavors. There are 67 public health delivery systems in
67 counties that can be leveraged as an integral part of the implementation of a system of
care. If neglected or destroyed in an effort to reform Medicaid, it cannot be rebuilt.
Whatever solutions to Medicaid evolve, they should include an investment in the Public
Health system to sustain and expand its value to the state.

Working Poor. Medicaid reform should include a consideration of ways to develop a
system of care that goes beyond just serving Medicaid-eligible people (who change every
day), to address the growing needs of the uninsured. This is a tremendous opportunity to
leverage Medicaid dollars and other sources of support to create a health care “safety-
net” system that serves all of Florida’s residents in need.

Revenue Maximization. It is perhaps a heretical thought, but should we be looking at
how to expand Medicaid and not limit it. The problem and challenges are not going
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away. Given that: (a) the great majority of Medicaid dollars are spent to pay for the care
of the elderly, nursing home costs and the disabled, (b) that the number of people who
need these services in Florida, in particular elder care, will continue to increase, and (c)
the Federal government is paying for the majority of these costs under the current system,
it seems counter-intuitive to try to limit the investment of Federal dollars to cover the
costs of the programs. Cost savings should come from improving the efficiency of

services, not limiting them.

Conclusion

Alexander de Tocqueville once said that “America is great, because America is good.”
Ensuring access to health services to all in a community is a measure of American

goodness. Medicaid reform done in the right way, for the right reasons and in the right
context, provides us an opportunity to sustain and expand America’s goodness. Governor
Bush should be applauded for attempting to ensure that Medicaid is sustainable in

Florida.
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Introduction

The First Coast Coalition for the Uninsured’s mission is to champion health
care coverage and access to health care for uninsured people in Duval County.
The Coalition’s commitment includes monitoring and disseminating information
to the public and policymakers about issues related to the impact of being
uninsured, and the realities faced by people without health care coverage and/or
access to health care in Duval County. Toward this end, the Coalition is
distributing the enclosed set of policy briefs on a proposed “Section 1115”
Medicaid Waiver for the state of Florida

A “Section 1115 Medicaid waiver allows any state to conduct experimental,
pilot, or demonstration projects which assist in promoting the objectives of
Medicaid. It allows a state to test new ideas. Florida is considering a waiver
application that would privatize much of Medicaid and cap expenditures. This
1115 Medicaid waiver could not only affect those with Medicaid coverage and
those struggling without health insurance, but also many people in the county who
rely, perhaps unknowingly, on the federal dollars brought in through the Medicaid
program for jobs, income and other economic benefits.

These briefs were developed by the Duval County Health Department’s Institute
for Health, Policy and Evaluation Research. The Institute prepared the analysis in
response to community requesis for Duval County-specific data reiated to the
projected impact of the 1115 waiver on Florida that was presented by national
experts. Projections are based on the methods use by the national experts and are
neither endorsed nor disputed by the Institute. The Institute regularly analyzes
data for community agencies upon request.

These eight briefs outline the key features of Florida’s Medicaid program as well
as the potential impact on Duval County of a waiver that could alter the funding
and administration of the state’s Medicaid program.
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1115 Waiver Brief #1: Medicaid Basics

Medicaid is a national health care program created in 1965. The objectives of the program are
to:

Provide broad health care coverages to certain lower income populations;

Offer special community-based coverages for certain disabled and elder populations;
Extend supplemental coverage to lower income Medicare beneficiaries; and

Offset the high costs of institutional care for lower and moderate income Floridians.'

® ©

Eligibility is strict and uses income and assets to determine eligibility. Medicaid is available to
the following groups if they (or their family) earn low income: 1) parents, caretaker relatives and
pregnant women 2) children and teenagers, 3) aged (elderly), and 4) blind or disabled persons.

The Medicaid program is funded by state and federal funds. In Florida, 62% of Medicaid costs
are paid with federal dollars. Matching federal funds are contingent upon the state’s continued
compliance with the federal laws and regulations.” All states must provide the following
services to their Medicaid enrollees:'

Advance Nurse Practitioner Services | Hospital Outpatient Care Portable x-ray services
Early and Periodic Screening, Independent Lab Rural Health
Diagnosis and Treatment of
Children (EPSDT)

Family Planning Nursing Facility Transportation (in
Home Health Care Nurse Midwife Services limited cases)
Hospital Inpatient Care Physician Services

Each state also can provide optional services. Florida has chosen to provide 30 services in
addition to the 15 mandatory services. Some of those 30 include:

Community Mental Health Hospice Care Primary Care Case Management
County Health Department Physical Therapy School-based Services

Clinic Services

Healthy Start Services Prescribed Drugs State Mental Hospital Services

Not all providers accept Medicaid. However, if a provider does, they must accept Medicaid
payment as payment in full. Medicaid has a set fee for each individual type of service. A recent
study has shown that Medicaid reimbursement remains too low to be a feasible payer option for
some providers. Decreasing medical reimbursement will make the problem worse and could
make it much harder for Medicaid recipients to get quality health care.’

! Agency for Health Care Administration “A Snapshot of Florida Medicaid” www.fdhe.state.fl.us/Medicaid/

2 Agency for Health Care Administration “Florida Medicaid Summary of Services, FY 2003-2004” July 2003.

? Stephen Zuckerman, Joshua McFeeters, Peter Cunningham, and Len Nichols. “Changes In Medicaid Physician
Fees, 1998— 2003: Implications for Physician Participation” Health Affairs 23 June 2004.
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Medicaid vs. Medlicare
Medicaid is often confused with Medicare, the other federal program which provides hospital

and medical insurance for adults 65+ or to those under 65 but who have end-stage renal disease
or are disabled, regardless of their income.
e Eligibility for Medicaid depends on age, disability or family status and on an individual’s
(or family’s) income and resources; while eligibility for Medicare depends on age or
disability only.
® Benefits under Medicaid and Medicare vary, for example, Medicaid covers nursing home
care while Medicare does not (or only does on a very limited basis).
® State and federal governments fund Medicaid, and its optional benefits vary from state to
state. Medicare is funded entirely by the federal government and its benefits are the same

in all 50 states.
® Medicaid has income limitations; Medicare does not. This means that Medicaid is a

“means tested” program.

Containing Costs of Medicaid through Waivers
The federal government has made minor changes to the basic structure of the Medicaid program

since its inception 40 years ago. Meanwhile, states have a number of options to modify the
program, including a waiver process that allows substantial departures from the initial federal
requirements of the Medicaid program and states have shown heightened interest in waiver
activity in recent years. The federal government has implemented various changes to the

AA~A ~ ora A th 4+ AD o mnat vacantly with t Aiti f 5 natinnal
""""" prograii OVer uid pasi 4 yedrs, most FeCOiity W ith the addition of a national

prescription drug benefit.

Currently, the state of Florida is considering a number of changes to its Medicaid program in an
attempt to contain costs. There are several options for states trying to contain costs:
s decrease provider reimbursement
adjust eligibility requirements (within limits)
s modify or decrease the number and type of optional services the state provides, or
apply for a waiver to enable a state to make more substantial changes to the structure

of the Medicaid program.

Florida currently has 13 waiver programs, which allows the state to modify its Medicaid program
in various ways.

4
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1115 Waiver Brief #2: Duval County Medicaid Enrollees

The demographics of Duval County’s Medicaid enrollees seem to mirror closely those of the
state of Florida. Current enroliment data from June 2004 was obtained from Florida’s Agency
for Health Care Administration (AHCA), the state agency that develops and carries out policies
related to the Medicaid program. In June 2004, Duval County had 99,297 Medicaid enrollees.
This is approximately 4.8% of Florida’s 2.1 million Medicaid enrollees, down from 5.1% in
2001.* Those who are eligible for Medicaid can be classified by various characteristics such as
age, employment status, marital status, income level, and disability status, categories by which
eligibility is determined. The graph below shows Duval County’s Medicaid recipients are very
similar to the state’s recipients.

Florida vs. Duval County on Enroliment by Enroliee Type -
TANE, 8SI, and Others (Based on June 2004 Data on the State
and County)
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What are SSI and TANF?

“SST” stands for Social Security Income recipients. SSI is a Federal income supplement program
funded by general tax revenues (not Social Security taxes). It is designed to help aged, blind, and
disabled people, who have little or no income and it provides cash to meet basic needs for food,
clothing, and shelter. Source: www.ssa.gov/notices/supplemental-security-income/

“TANF” stands for Temporary Assistance to Needy Families, which is a program that provides
assistance and work opportunities to needy families. The federal government grants states federal funds
and wide flexibility to develop and implement their own welfare programs. Source:
www.acf.dhhs.gov/programs/ofa/

* Agency for Health Care Administration Website hitp://www.fdhe.state.f1.us/Medicaid/MediPass/reports.shtml
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It is estimated that 43% of all Florida births are paid for by Medicaid.” Duval County data shows
a similar percentage ranging from 36% to 39% (2001-2003) of all births in the county being

covered by Medicaid.®

Percent of Duval County Births Paid for by Medicaid or Medicaid HVO
as a percent of Ali Live Births, Ranges from 36% - 39%, compared to
43% for the State
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In the pie chart below, Duval County’s Medicaid enrollees are divided by eligibility categories,

“TANF” and “Children” being the two largest sub-groups. It is important to note there are
children contained in the TANF counts, since TANF is a cash assistance program for children
and their families with low income. Those who qualify for TANF automatically qualify for
Medicaid, although that does not mean they are automatically enrolled; the recipients must enroll

themselves in the Medicaid program. There is a separate piece of the pie chart designated only
for children. These children often exceed the income limits of TANF, but qualify for Medicaid

on their own (without their parents) based on other criteria.

Medicaid Eligibility Coverage for Duval County, FL
Total Enroliees Estimated to be 99,279, in June 2004

Children
25,060
25%

TANF
30,380
31%

Pregnant Women
2,592

Family Planning 3%

Waiver
3,365

0,

3% Other
1,786

2%

Medicare
Ben:f;ggnes Aged and Disabled
) 4,800

4% 5%
Unemployed Parent
4,930 Ss!
5% 22,248
22%

Source: www.fdhc state.fl.us/Medicaid/
In June 2004, Duval County's enroliment was 4.8% of the state’s enroliment. These figures derived from state percentages, assuming similar enroliment demographics in Duval Co.

3 Agency for Health Care Administration, Hospital Inpatient Discharge Data Files.
¢ Agency for Health Care Administration, Hospital Inpatient Discharge Data Files extracted August 20, 2004.
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Medicaid is a “means tested” program, which means that measures of income and assets are used
to determine eligibility for Medicaid benefits. As a general guide, those who determine
eligibility use specific percentages of the federal poverty level (FPL) to determine if particular
groups (children, pregnant women, aged, blind and disabled) are eligible for Medicaid benefits.

Listed below is the 2004 FPL:

2004 Health and Human Services Federal Poverty Levels’
Size of Family Unit 48 Contiguous States and D.C.
1 $9,310
2 12,490
3 15,670
For each additional person, add: 3,180

The FPL levels used to determine eligibility for various groups are listed in the chart below:
Income Eligibility Levels for Medicaid Enroliment Groups as a
Percent of FPL for 2000, 2001, and 2003

Enrollment Group FPL%
Pregnant Women 185
Non-Working Parents 24
Working Parents 63
Supplemental Security Income 74
Aged, Blind and Disabled (OBRA '86) 90
Medicaid Infants Ages 0-1 200
Medicaid Children Ages 1-5 133
Medicaid Children Ages 6-19 100

nttp://www.siatehealthfacts.ore Kaiser Family Foundation

Fifty percent of all Florida Medicaid recipients are children. Based on this, we can estimate that
50% of Medicaid enrollees in Duval County are children as well. These children could qualify
for Medicaid on their own or with their families through the Temporary Assistance to Needy

Families (TANF) program.

Enroliees in Medicaid in Duval County
(Based on State Percentages from CMS 2001 Data and June 2004 Duval County
Enrollment Totai, 99,297)

Elderly
9,930 (10%)

Children
49,649 (50%)

Blind/Disabled
18,866 (19%)

Adults
20,852 (21%)

7 Federal Register, Vol. 69, No. 30, February 13, 2004, pp. 7336-7338. US Department of Health and Human
Services http://aspe.hhs.gov/poverty/O4poverty.shtml
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1115 Waiver Brief # 3: Enrollment and Expenditures by Beneficiary Type

The four low-income groups eligible for Medicaid benefits are: 1) adults (usually pregnant
women), 2) children and teenagers, 3) aged (elderly), and 4) blind or disabled persons.

Children make up 50% of the all Medicaid enrollment in Florida, but account for only about 15%
of Florida’s Medicaid expenditures. Adults on Medicaid make up 21% of those enrolled and
account for 9% of expenditures. Forty-three percent of all births in Florida are covered under the
Medicaid program8 — in Duval County 39% of all births were paid for by Medicaid. The two
groups representing the smallest proportion of Medicaid enrollees, blind or disabled and the
elderly, constitute 29% of the enrollment population, yet account for 69% of all Medicaid costs
in Florida, due to their special health care needs. We can estimate, based on similar enrollment

(see Brief #2), that like expenditures occur in Duval County.
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Florida's Medicaid Enroliees and Expenditures, 2001

Alker, J. “Florida's Medicaid Waiver: What Could It Mean" Georgetown Health Policy Institute. Presentation on August 11, 2004.
Data from Centers for Medicare and Medicaid Services MSIS data, 2001.
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® Presentation by Joan Alker, July 12, 2004 Medicaid Symposium, Orlando, FL. Source: Georgetown Health Policy
Institute Analysis.
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1115 Waiver Brief #4: Federal Contributions to Duval’s Medicaid Expenditures

The state of Florida intends to apply for a comprehensive Section 1115 Medicaid waiver. This
waiver, if approved, will change the way the Florida Medicaid program is funded by the federal
government. Currently, in Florida (and most other states), Medicaid is an open-ended federal-
state matching program. The federal government contributes a fixed percentage — approximately
62 percent in 2003 in Florida -- of the state’s costs; however the exact percentage it contributes
varies from year to year and is calculated using a formula that takes into account the state’s per
capita income relative to the national per capita income. In Florida, it was lowered to 59% on

July 1, 2004.

All Section 1115 waivers are required to be “budget neutral” for the federal government. This is
to ensure that the federal government does not spend more under a waiver than it would have in
the absence of a waiver. The federal government has typically enforced budget neutrality
agreements by using a “per capita” cap — this caps the amount of federal matching dollars per
person but not the overall level of federal spending. Some experts contend that a “global” cap —
which creates an overall, firm limit on Florida’s federal Medicaid funding -- could be imposed .’
Under any Section 1115 waiver agreement, local communities will see their Medicaid funding
limited in some way — a global cap would establish a clear limit on federal funding.

The waiver’s financing agreement would be determined prior to the 5-year waiver period (2005-
2009) based on future cost and enrollment estimates. The chart below displays recent state and
federal contributions to the Medicaid expenditures in Duval County. In the 2001-02 Fiscal Year,
the federal government contributed 57.8% of the county’s Medicaid costs, nearly $300 million.
In Fiscal Year 2003-04, the federal government contributed 62.3% of the total cost, for a federal
share of $376 million. Currently, for any qualifying health services that Florida prowdes to an
eligible person, Florida is assured that the federal government will share the cost.'” This
assumption will change should this global federal cap be implemented.
Medicaid Expenditures in Duval County
o " Fcal Years 20012002 and 2003.2004

|OFederal

- Share of
Duval County
= : Medica(d
$376 [ Expenditures
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Expenditures
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Millions of Dollars
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$0 T
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° Alker, J. and Portelli, L. “What Could a Waiver to Restructure Medicaid Mean for Florida?” Florida’s Health at
Risk Published by the Winter Park Health Foundation. April 2004.

9
113



1115 Waiver Brief #5: Projecting Future Costs of Medicaid

If the Center for Medicare and Medicaid Services approves the 1115 waiver application to cap
federal funding to the state of Florida, the state will receive a pre-determined, set amount of
federal funding based on best estimates of what Florida’s Medicaid costs will be over the next 5-
year period. However, projecting future Medicaid costs is a complicated task. The
Congressional Budget Office (CBO) is part of the legislative branch of the federal govemment
whose purpose is to do just that: make economic forecasts and projections for Congress.'
Although mandated to make these projections, it frequently errs in estimating these future Costs.
In 1998, the CBO underestimated 2002 Medicaid expenditures by 12%, or $17 Billion.'

Federal Medicaid Spending Projections Compared to Actual
Costs (1999-2002)

$150 -
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CBO Economic and Budget Outlook 1998, CMS Website - Medicaid Expenditures 1999-2001.
Chart replicated and modified from Joan Alker's Presentation on August 11, 2004 "Florida’s Medicaid Program: What Could a Waiver Mean?"

19 Congressional Budget Office Website www.cbo.gov
' CBO Economic and Budget Outlook 1998, CMS Website - Medicaid Expenditures 1999-2001.
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1115 Waiver Brief #6: Future Medicaid Costs for Duval County

Future Medicaid expenditure estimates for Florida and Duval County have been made, but
estimates are frequently inaccurate. Current estimates of Medicaid expenditures in Duval
County are shown below. Costs for Duval County are estimated to be a proportion of Florida’s
costs; at this time, costs for Duval County are estimated to be 4.8% of the state’s costs based on
the fact that 4.8% of Medicaid enrollees reside in Duval County. These cost projections assume
a steady 10% growth in expenditures each year. This growth rate takes into account both the
increase in health care costs on a per capita basis, as well as the cost increases associated with

increases in Medicaid enrollment.

Projected Future Growth in Medicaid Service
Expenditures for Duval County*
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* Projected growth in expenditures for Duval County was derived from the overall state’s expenditure projections. Duval County is
estimated to be responsible for 4.8% of the state's total Medicaid expenditures.

The bar chart above shows a smooth upward trend in expenditure increases. However, history
has shown that expenditure growth in Florida overall has been much more erratic than the linear

trend projected above. 12

Florida's Medicaid Expenditure Growth for Recent
Three-Year Periods
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12 presentation by Joan Alker, July 12, 2004 Medicaid Symposium, Orlando, FL. Source: Georgetown Health
Policy Institute Analysis.
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1115 Waiver Brief #7: Losses in Federal Contributions for Duval County

Should the expenditure estimates used to determine the global cap amount be incorrect, even by
the slightest percentage point, Florida would be solely responsible for any additional costs above
the cap.” In essence, additional costs would be paid for by the state at 100%, in contrast to the
approximate 40% the state would be responsible for without the waiver. Because the state
budget tends to be tight, Florida would need to consider either reduction in payments to
providers or reduction in optional benefits to patients, both of which can compromise the quality

of care enrollees receive.

Below is a chart that shows the federal funding dollars that Duval County would lose should
Florida and the Center for Medicare and Medicaid Services miscalculate the costs for the waiver
period, 2005-2009. Under “Scenario 1,” the county would suffer an $84 million reduction in
federal Medicaid spending, if Florida was to underestimate the per-capita cost growth by 1%.
Under “Scenario 2,” should the state underestimate both the per-capita cost growth and the
enrollment growth by 1%, the losses for Duval County could reach $178 million.'* Tt is not clear
how the county will adapt to this loss. Either the county could be required to increase income,
such as tax revenue, or services will be reduced for Duval County Medicaid recipients. This
does not take into account the economic losses for the community at large in terms of jobs and
income to local industry. The economic impact is discussed in 1115 Waiver Brief #8.

Potential Reduction in Federal Medicaid Spending
Under a Global Cap in Duval County, FL (2005-2009)
Based on 2004 Enrollment Percentage: 4.8% of the staie's enroliment.
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Baseline expenditures assume a 2% annual enroliment growth and a 7% per-capita cost growth.
Scenario 1 assumes a 2% annual enrollment growth and an 8% annual per-capita cost growth.
Scenario 2 assume a 3% annual enrollment growth and an 8% per-capita cost growth.
*Data modified to represent Duval County impact from presentation by Joan Alker, Georgetown Health Policy Institute

13 Joan Alker. Presentation “Florida’s Medicaid Program: What Could a Waiver Mean?” August 11, 2004.

Georgetown Health Policy Institute.
4 Data modified to represent Duval County impact from presentation by Joan Alker, Georgetown Health Policy

Institute, “Florida’s Medicaid Program: What Could a Waiver Mean?” August 11, 2004.
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1115 Waiver Brief #8: The Potential Economic Impact of a Global Cap on
Medicaid Funding

By limiting (or capping) the amount of dollars Florida (and Duval County) can receive from the
federal government based on inaccurate future cost estimates, the loss of funding could translate
into lost business and increased unemployment for Duval County’s economy.

In a report published in October 2003, it was estimated that the current open-ended Medicaid
match supported 120,950 jobs in the state of Florida, creating $4.3 billion in income and $8.7
billion in business a,ctivity.15 Each federal Medicaid dollar generated $2.7 dollars in income and
business activity. As demonstrated in brief #4, the federal government’s match was $376 million
in Duval County for Fiscal Year 2003-2004. This means the open-ended federal matching
program brought $1,015 million in income and business activity to Duval County and the city of
Jacksonville. “Business activity” means the value of all goods and services produced by Duval
County’s industries in a given time period, or the value of all wholesale and retail sales plus

inventories.

According to this study, Duval County had a total of 6,899 jobs ($197 million in income)
supported by the federal government’s matching of Medicaid costs in 2001-2002.'° This is not
to say that all of these jobs will be lost if the 1115 waiver is approved, but what it does say is
these jobs will not be permitted to grow at the rate necessary should Medicaid expenditures and
services in the county need to expand beyond what the cap provides for, and beyond what the
state can afford to fund. The potential cap in federal funding woulid strictly limit these job

opportunities.

Savings that the state of Florida proposes will happen with the use of this 1115 waiver could
actually end up creating greater costs for the state and Duval County in terms of lost revenue,

jobs, and income if a global cap is imposed through this waiver process.1

15> Sampath, P. “Penny Wise and Pound Foolish: Why Cuts to Medicaid Hurt Florida’s Economy.” Published by
Human Services Coalition of Dade County, Inc. and Treasure Coast Community Health Action Information

Network. October 2003.
16 hitp://wwiw.cms.hhs.gov/medicaid/1 1 15/fleligprivprop.pdf, Waiver Request Authority of Section 1115 (a) of the

Social Security Act, Delegating Medicaid Eligibility Determinations to Non-State Employees. Submitted to Center
for Medicare and Medicaid Services by Agency for Health Care Administration. April 2004.
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Conclusion

The First Coast Coalision for the Uninsured remains dedicated to keeping citizens and key
policy makers informed about the status of this 1115 Medicaid waiver. Capping federal funding
through an 1115 Medicaid waiver could have a significant impact on Duval County and its

residents, Medicaid recipient or not.

> Benefits could be cut for Medicaid beneficiaries causing them to lose valuable health care

services.
@ Medicaid providers could be very adversely affected.
4% Some experts contend that a cap on federal funding could also have a devastating effect

on the County’s economy.
% Proponents of a cap cite the potential to make much needed reforms in the system o

make it more efficient, with few anticipated changes to the beneficiaries or providers.
Therefore, it is important to remain informed on this issue and other issues that our lawmakers

propose so we may ensure good ethical and financial decisions are being made on behalf of
residents of Duval County and the state of Florida.
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This report was written and produced by the Research Department at

SEIU Local 1199
1525 NW 167™ ST Suite 300

Miami FL 33169

For questions on the research, please contact May Va Lor 305-620-0774 ext 19

For additional copies of the report, please call 305-623-3000
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THE SEIU PRESCRIPTION FOR HEALTH CARE REFORM

Rising health care costs threaten all Florida residents from children to retirees, from those with
private insurance to those who depend on Medicaid. As Florida’s largest health care workers’
union, members of the Service Employees International Union have the unique experience of
being both providers and consumers of health care. From this perspective, SEIU knows the
importance and impact health care reform will have on all Floridians. If reform is done hastily
without focus on the real problems, the attempt to save costs will only shift costs. Much attention
has focused on the growth in the Medicaid program. Medicaid growth, however, is only
symptomatic of the decline in employer provided health insurance and the rapid rise in health
care costs. These are the real problems demanding real solutions

Increased Medicaid Enrollment
Medicaid enrollment is a function of the economy. As quality jobs become less available, the

number of people without access to affordable health care coverage increases and therefore,
Medicaid enrollment and Medicaid spending increase. In fact, the Winter Park Health
Foundation found that 65 percent of the increase in Florida Medicaid costs between 1999 and
2004 were due to increased enrollment’. As the chart below shows, the percentage increases in
Medicaid spending have mirrored the percentage increases in enrollment.

Annual % Increases in Medicaid Spending & Enroliment
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Rising Health Care Costs
In the same way, the rising health care costs that plague the private sector also plague the

Medicaid program. Both the private sector and Florida Medicaid experienced double-digit
increases in prescription drug costs between 1998 and 2003.2

However, Florida’s Medicaid program is better able to mitigate the impact of these health care
challenges than the private sector because the federal government matches Florida’s state
Medicaid spending and the Medicaid program is more efficient than private health care.
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While much of the discussion surrounding Medicaid reform focuses on Medicaid’s drain on the
budget, Medicaid actually produces revenue for the state. The federal government pays a
majority of the share of the state’s spending on the Medicaid program. For every dollar spent on
Florida’s Medicaid program, approximately fifty nine cents are from the federal government.’
Any reduction in Medicaid expenditures leads to an equal reduction in federal matching funds.

Most of Florida's Medicaid program is
funded by the Federal Government

State share

0,
41.1% | Federal share

58.9%

Source: Kaiser Family Foundation FY2005 Florida FMAP

Medicaid is more efficient at controlling costs than the private sector. For example, between
2000 and 2002, Florida Medicaid expenditures increased on average by 13.6 percent® while
health insurance premiums for small Florida employers grew 16 percent in 2000, 24 percent in
2001 and almost 30 percent in 2002. >

Because health care, especially Medicaid, plays such an important role in Florida’s economy, the
cost, quality and access challenges can and must be addressed 1mmed1ately SEIU believes the
following principles should guide decision makers:

1. Increase the federal government’s share of state Medicaid spending

2. Invest in care management programs

3. Utilize the negotiating power of the state to decrease the costs of prescription drugs,

supplies and durable goods

4. Expand access to affordable health care coverage
Increase quality to reduce expensive complications
6. Reduce health disparities

w
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SEIU recommends the following proven reform initiatives to begin
saving_health care dollars immediately:

Reform

INCREASE FEDERAL SHARE
Track all claims from dual eligibles to
ensure Medicaid is the payor of last resort

Encourage Medicaid recipients who qualify

to enrolled in Medicare

CARE MANAGEMENT PROGRAMS
Expand Medicaid care management
programs

Expand the Provider Service Network
Model

BETTER PURCHASING

Negotiate better prescription drug prices
with pharmacies

Increase use of generics when
effectiveness is the same as brand name
Require transparency and increased
competition for Medicaid suppliers

EXPAND ACCESS
Duplicate county-based indigent care
programs such as Hillsbourgh County

IMPROVE QUALITY
Implement 2.9 nursing home safe staffing

standard
Enact hospital safe staffing standard

Total estimated savings

Estimated savings

See page 4
$55 million

$32 million - $45 million

See pages 4-5

$49 million — 161 million

$526 per enrollee per year

Depending on level of expansion, $71.6

million to $381 million.

See pages 6-7
$96 million - $175 million

$219 million

Greater choice and lower costs for
Medicaid providers and recipients

See pages 7-8
$536 million - $1.4 billion
See page 8

Reduction in lawsuits and staff turnover

Reduction in expensive complications and
mortality

$1.06 billion - $2.43 billion
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Increase the federal government’s share of the state Medicaid budget

Currently, Florida has approximately 377,000 Medicaid enrollees who are eligible for both
Medicaid and Medicare benefits.® Because of the high number of dual eligibles, Florida has the
opportunity to shift more costs to the federal government by ensuring Medicaid is the payer of
last resort and encouraging Medicaid enrollees who are eligible for Medicare to enroll. SETU

recommends the state legislature:

1. Ensure Medicaid is the payor of last resort
The federal government has established a procedure for states to recover monies spent on

Medicare enrollees for services covered by Medicare. By implementing a stronger claims review
process, Connecticut was able to save approximately $200 million over 17 years on its
approximately 83,000 dual eligibles. This amounted to approximately $142 per enrollee per
year. Extrapolating that out to Florida’s over 390,000 dual eligible enrollees, potential savings

could be at least $55 million per year.

2. Assist Medicaid recipients with end stage renal, ALS, muscular dystrophy, and multiple
sclerosis with applications for Medicare

In Washington, the Lewin Group estimated that twenty to forty percent of Medicaid clients with
chronic diseases would become Medicare eligible if they were to apply.” In Florida, currently
2,520 MediPass enrollees have end stage renal disease.® Approximately between 1,260 and 2,520
people with multiple sclerosis are on Medicaid.” In 02-03, Medipass spent more than $990
million on 113,818 beneficiaries with chronic illness averaging about $8,702 per person with
chronic illness.'® Assuming that none of those with end stage renal or multiple sclerosis are
currently on Medicare, the state would save, on average, between $32,893,560 and $43,858,080.

3. Commission a study on Medicaid services provided to individuals who qualify for benefits
through Veterans Administration ’

Currently, there are 1.8 million veterans living in Florida — many in need of long term care
services. AHCA should study how many veterans are currently on Medicaid and working with
the Florida Department of Veterans Affairs develop programs to ensure veterans are utilizing all
veterans’ health care services prior to enrolling in Medicaid.

Invest in care management programs

According to the November 2000 Estimating Conference, about one-third of Medicaid enrollees,
who are chronically ill, account for 90 percent of total Medicaid spending and 90 percent of
spending for prescription drugs.'" Care management initiatives are a tool to rein in health care
costs for the most expensive Medicaid enrollees by increasing positive health outcomes through
disease education, care management, and best practice guidelines. The state Office of Program
Policy Analysis and Government Accountability (OPPAGA) has reported that for every $1 spent
on disease management, $1.46 has been saved.'? However, disease management programs have
not reached all eligible participants. According to OPPAGA, only 25 percent of eligible
participants received disease management services.”” SEIU recommends the state legislature:
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1. Expand access to care management programs

Already within Florida, disease management programs have netted significant costs savings.
According to AHCA, the MediPass disease management program has produced a 5 percent
across the board savings in reduced hospitalizations, emergency room visits and improved
clinical outcomes.'* MediPass spent $990,443,336 million in FY 2002-03 on beneficiaries with
chronic conditions." If enrollment in disease management programs were guaranteed, based on
these figures, the state could save $49 million a year. The partnership between AHCA and
LifeMasters, who has provided disease management services for congestive heart failure in
North Florida decreased health care costs for participants by 16.3 percent.16 If all vendors were -
held to this standard, and all eligible beneficiaries participated, the state could save $161 million

a year.

2. Reduce administrative costs through better contracting
Florida has spent over $76 million in administrative costs for eight of the 11 disease management
vendors since 1999.'7 Today, only two of those disease management programs are still utilized

by the state.'®

3. Ensure health care professionals are included in the design of clinical objectives
One of the important components of a care management initiative is getting health care
professional buy-in. As North Carolina has, Florida should create a clinical leadership group to

help develop protocols for care management programs. 19

4. Guarantee care management participation for persons with chronic illness for one year

Loss of Medicaid benefits or difficulty tracking participants were two challenges to increasing
care management utilization rates.”’ If the state guaranteed Medicaid eligibility for at least one
year if enrollees participated in care management programs, the state would see increased
utilization of care management programs and lower costs associated with chronic illnesses.

5. Expand the provider service network model
A Provider Service Network (PSN) uses health care resources more efficiently because it is able

to engage PSN Medicaid enrollees directly in their health care maintenance and provide disease
management programs. For example, as a participant in the South Florida Community Care
Network (SECCN)?!, Jackson Memorial Hospital offers programs for diabetes, AIDS, asthma,
high-risk pregnancies, and will soon start programs for sickle cell and congestive heart failure.**
The PSN had about 19,000 enrollees as of March 2003 and saved $30 million in the first three
years of the program.” If PSNs were expanded to include other fee-for-service recipients or
MediPass enrollees, using these figures, the state could save $526 per person per year. Currently,
1,362,154 Medicaid enrollees are enrolled in either MediPass or Fee-for-Service.** If provider
service networks could be expanded to serve just ten percent of this population, the state would
save $71.6 million per year. If provider service networks were expanded to serve all of the
MediPass population, the state could save $381 million.

5. Standardize evaluation and reporﬁng of care management programs
AHCA and OPPAGA have already identified the models that should be used to standardize
outcome analysis and reporting.>> This standardization will save in evaluation costs and the state

to have a much clearer picture of how and where the state is saving money.
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Utilize the negotiating power of the state to decrease the costs of
prescription drugs, supplies and durable goods.

The cost of prescription drugs has been one of the main drivers of health care spending and
increases in Medicaid. Yearly percentage increases in prescription drug expenditures have
outpaced total increases in Medicaid. In 2004-05, expenditures for prescription drugs consumed
eighteen percent of total Medicaid dollars, more than any other service category at a price tag of .
$2.6 billion.?® Florida has historically been successful at leveraging the PDL for additional
rebates. On the other hand, durable goods and supplies purchasing has been identified by
Medicaid beneficiaries as a source of fraud and excessive expenditures. SEIU recommends:

1. Expand drug education through care management services

Currently, AHCA is conducting statewide care management projects related to HIV/AIDS,
asthma, diabetes, congestive health failure (CHF), and hypertension for MediPass enrollees. In
addition, the Bureau of Medicaid Pharmacy Services is conducting drug education pilot projects
for enrollees with mental health, HIV/AIDS, and hepatitis.?” If successful, AHCA should
incorporate the drug education projects into the care management program.

2. Ensure that costs paid to pharmacies, especially big chain pharmacies, reflect the cost paid by
the pharmacy to acquire the drug
Currently, Florida reimburses drug ingredient costs at the lower of the average wholesale price
(AWP) minus 15.4% of the drug or the average price drug wholesalers pay manufacturers
(WAQC) plus 5.75 percent. 8 The Office of the Inspector General in the United States Department
of Health and Human Services has found that on average, pharmacxes bought generic drugs from
manufacturers at a national average price of AWP minus 65.93%° and brand name drugs at a
national average price of AWP minus 21.84%. 3% At Florida’s current reimbursement rate of
AWP minus 15.4 percent, the state may be paying some pharmacies at least three times more for
generic drugs than the pharmacies pay the manufacturers. Florida could address this issue by:
o Changing the pharmacy reimbursement rate to AWP minus 17 percent and save roughly
$96 million. .

e Changing the pharmacy reimbursement rate to AWP minus 20 percent, the state would
save $175 million.”’

e Adopting the average sales price payment methodology used by Medicare Part D. This
methodology is based on what is actually paid for the drug, rather than a price set by the
pharmaceutical industry. It is unclear what the cost savings would be, but CMS which is
discontinuing the Medicare reimbursement rate of AWP minus 15 percent expects to save
millions of dollars.*?

e Require pharmacies to report what the actual costs of providing drugs to the Medicaid
program.

Each of these savings would be lessened by the implementation of Medicare Part D in J anuary
2006. However, Medicare Part D will only affect half of Florida’s prescription drug spending.*?

3. Encourage the use of generic drugs
Even though Florida has a limit of four brand name drugs a month, Florida Medicaid pays on

average fives times more for brand drugs than generics.”* Florida can save money by increasing
generic drug utilization for all prescription drugs excluding mental health and HIVS/AIDS drugs




where the effectiveness between generics and brand names are the same. This can be done in the
following ways:
¢ Increase dispensing fee to pharmacists for generic drugs.
e Require the use of generic drugs when available and equally effective. When Idaho’s
generic drug utilization rate increased, it reduced prescription drug expenditures by 8.3
percent.”® If Florida accomplished similar savings, the state could save $219 million

dollars per year.

4. Increase transparency and accountability in durable goods and medical supply purchasing
The state contracts with numerous vendors to provide services and supplies to Medicaid
enrollees. The state should make the contracts and procurement processes clear and accountable

by:

Restricting the use of no-bid contracts.

Creating opportunities for public input before and during the selection process.
Releasing the criteria for evaluating bids and the timeline for awarding contracts.
Conducting consumer surveys of vendors to include in reviews.

Establishing performance reviews and auditing requirements and report findings to the
public.

Additionally, the state should conduct an audit of durable goods and medical supplies purchasing
and fraud.

Expand access to affordable health care coverage

As employer-provided affordable health coverage has declined, the number of uninsured has
risen dramatically. Nineteen percent of Florida’s under 65 population is uninsured.*® The rising
uninsurance rate is a consequence of employers no longer offering living wages or affordable
health coverage. Over 50,000 Florida employers have employees receiving Medicaid benefits.>”
Just under half of all Medicaid enrollees have at least one full time worker in their family. *®

The growing number of the uninsured creates a burden on both the private and public health care
market. Because the uninsured deny treatment until they are critically ill, health care for the
uninsured is more expensive and less likely to be paid. This results in a cost shift to those who
are covered through higher premiums. A vicious cycle is created which forces health care
further out of reach for Florida families. SEIU recommends:

1. Duplicate and expand effective county level indigent care programs

One of the most successful and cost-efficient county health care programs in the country is one
of Florida’s own. Hillsborough HealthCare provides managed health care for 28,000 uninsured
county residents whose incomes are at or below the federal poverty level and a Medical Crisis
Intervention Program for those with serious medical conditions with incomes above 100 percent
of the federal poverty level. Hillsborough County collects a quarter of a cent in sales tax and
property taxes to finance its health care plan.*

The program has reduced the cost of emergency room care by $10 million and has saved more
than $90 million in medical expenses. The county saves approximately $50 million a year in
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health care costs.*® If this program were expanded to the rest of Florida’s uninsured population
earning less than the federal poverty level, and generated the same cost savings, this program
could save the state’s health care providers and counties approximately $1.4 billion in medical
expenses. If expanded to half of the uninsured population living below the federal poverty level,
Florida could save $713 million dollars, or $356 million if a quarter of this population were

served.

2. Encourage employers to offer affordable health care coverage
Several options are available to increase health care coverage through employers including:
o Create a statewide group through which individuals, small businesses and the self-
employed can purchase private insurance”’
e Create a standardized health insurance package to be offered by all health
maintenance organizations that is made more affordable through state reinsurance

42

Increase quality to reduce expensive complications

Health care quality in Florida’s nursing homes and hospitals is at risk. Numerous studies have
shown that staffing levels are the best indicators of quality. Safe staffing lowers infections,
complications, mortality rates and even staff turnover. In order to ensure that all Florida residents
have access to quality health care, the state must protect patients by enacting minimum safe

staffing levels.

1. Fund the statutorily-mandated 2.9 CNA hours per patient per day

In 2001, the Florida legislature passed SB1202 which established 2.9 certified nursing assistant
(CNA) hours per patient per day as the minimum nursing home staffing standard. Currently
nursing homes are at the 2.6 CNA hours per patient per day level. The final implementation to
2.9 was delayed last year and the Governor’s budget proposal this year recommends delaying it
again. In order to keep pace with the growing acuity of nursing home patients, the state must
implement the 2.9 safe staffing standard.

2. Ensure safe staffing levels in hospitals

Even though studies have confirmed that nurse-to-patient ratios have a direct impact on patient
health and mortality, Florida hospitals do not have a safe staffing standard. . A University of
Pennsylvania study published by the Journal of the American Medical Association, for example,
found a progressively higher mortality rate as the number of patients each nurse had to care for
increased. A Harvard University study found that a higher number of nursing care hours were
associated with shorter hospital stays, lower infection rates and lower rates of pneumonia. In
fact, there is no transparency at all about hospital staffing levels. Senate Bill 1176, and House
Bill 1117, currently being considered by the Florida legislature would create this minimum safe

staffing standard in Florida.

Reduce health disparities

Through health care reform, Florida has the opportunity to address growing ethnic and
geographic health disparities in both chronic illness and health insurance rates.
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Disparities in Chronic Illness
Blacks and Latinos are more likely to suffer from a chronic illness.
e A majority of all people with HIV/AIDS in Florida are either black or Latino.
e Accounting for only 14 percent of the state’s population, blacks comprise 50 percent of
all HIV/AIDS cases. The number of Latinos with AIDS has increased from 12 percent of
all AIDS cases in 1988 to 18 percent in 2003.%
e The heart disease death rate was 29 percent higher for African Americans than whites.*!
e At least one in ten black Floridians has diabetes, higher than any other racial group.*’
e Thirty-eight percent of all adolescents under age 18 hospitalized for asthma were black or
black Hispanic.*®
Residents in rural areas have a higher mortality rate than their urban counterparts for diabetes,
Alzheimer’s, and chronic lower respiratory disease.”’

Care management programs, if properly targeted, will help reduce health disparities particularly
in the areas of asthma, diabetes, HIV/AIDS and heart disease.

In order to be effective, care management programs must be targeted to black and Hispanic
Medicaid enrollees. Minority physicians and community clinics must be included in care
management design and implementation. Care needs to be culturally competent and language
appropriate. The state legislature must ensure that the infrastructure needed to successfully
implement the care management model is available across the state. By partnering with
community and rural health networks and hospitals, the state can start to reverse these trends.

Disparities in Health insurance
Thirty-two percent of all Latinos under age 65 report being uninsured compared to 23 percent of

blacks and 14 percent of whites.*®

Florida Uninsured Rates by Race
Source: Florida Health Insurance Study, November 2004
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Rural counties in North Florida and near Lake Okeechobee have uninsurance rates higher than
the state average at 20.7 percent and 24.4 percent respectively.*’

Expand coverage in areas of highest ethnic and geographic disparity
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As the state begins to prioritiie expanding indigent care programs or creating incentives for
employer based coverage, those counties that have the highest disparity in insurance must be the

initial sites to ensure that those most in need are targeted.

SEIU is committed to securing affordable, quality health care for all Floridians. Only by
investing in quality preventative health care, expanding access, and reducing health disparities
will the state be able to improve the efficient use of health care dollars without merely shifting

the costs to the private market.

10
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